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preface. 


This Essay was originally written before the appear- 
ance of Professor Pawcett’s model treatise. It is 
published uow in a thoroughly revised form, in the 
hope that it may prove a supplement to that work, 
as attacking Protection by instance rather than 
analysis.' Its aim is to help those who are actually 
engaged in a struggle with Protectionists, by using 
facts to expose fallacies, rather than to instruct 
students by elaborating a deductive system. At the • 
same time, the theoretical basis of Pree Trade has 
been considered, especially in the examination cf. 
Mills occasional recommendation of the opposite 
policy. 



iy Preface. 

tained in a Blue Book of Consular Eeports issued ^ J 
1874. Some of the pamphlets of the Tictorian Free 
Trade Leagire have also been of considerable assist- 
ance. 


Queis's’s College, Oxfoed, 
(Sydnei', hT-S.Yv'.) 


I: 


CONTENTS. 


OITAPTE?. I 

Economic Defences op Peotection. 

§ I . CliaracTer of Modern Protcctioiiw^^ . 

§ 2. General causes of tlie same 

(a) Abnoiiiial eeoiioiidc couditioiis. 

(h) NrilPs snj fposcd Toeommeiidaticm of tlie policy. 
§ 3. Criticism, sliowing MilPs rcconnnondnlion does 
not apply to any actual or probable, state of tilings 

(a) Protection can be of no assistance iii tlie 
starting oi ail mduHiry. 

(b) At one stage in the growth of an industry it 
may assist, but it is the most ineffective mode 
of giving aid. 

§ 4. Other possible defences of Protection 

CHAPTEPv, II. 

Peotfx'tionist Defences of Protection. 

§ I. True mode of meeting Protectionists 
§ 2, Protectionist views in detail 
5 3. Ilefutatioii of those, turning upon a consideration 
of the true causes of the high wages 


PAGE 

I 

s 


8 


18 


23 

25 

31 


vi Contents. 


PAGE 

§ 4. How far can Protection increase the wealth of a 

community? . . . . . 43 

(a) “ national market for national lahonr*’’ 

(Z>) Profits from new industries.^^ 

(c) “ Taxes foreigners.” 

Instance of Ticroria. 

§ 5. Actual effect of Protection in lessening national , 
wealth . . , . . *56; 

It causes certainly two losses^ possibly one profit. ■ 

§ 6. Defences of Protection upon other than economic 

grounds . . . . . . 60 

(flj) It causes diversity of industries.” 

{a) ‘‘Abolition of, will cause misery.” , 

§7, “ General ” Protection P . . 65 

^Its nature. 

Its impracticability. 

CHAPTER III. 

SrBCiAXi Examples, showimg that General Protection 
CAUSES A Decline IN Wages. 

§ I. Victoria • . . . . . ^ 

'§' 2. America , .^ ■ . . , ,, . ^ 

CHAPTER IV. 

A TypicAL Example, exhibiting all the Fallacies op j 
Modern Protectionism. 

History op the American Iron Trade. 

§ I. Early History . . . . 

§2. 1820-46. — The first crisis . . . . 84! 



Contents. 'vii 


' PA.ni!l 

§ 3. 1S46-61. — Keco very tiader Free Trade . . 90 

§ 4. 1861-71.— Tlie war. Crisis delayed by German 

infiatioii . ' . , . . . * ■ 95 

§.5. 1871-77. — Tlie last crisis , ' ■ . ' ’ 100 


Causes of, as set out by Protectionists tlieiu- 
selves. 

(a) Expense of production. 

(b) Dinimislied power of consumption. 

(c) Over- Competition. 

§6, Summary . . . . • • 113 

§ 7. Conclusion . . . . . . 116 

, APPENDIX. 

Ihstancb of London in Fifteenth Centuey . 1 18 



2 Economic Defences of Protection, 

partial theories. But tlien feelings made plain 
what the intellect had failed to grasp. Fow similar 
feelings lead farther on the path of error. 

Yet different as is the new Protectionism from its 
ancient prototype, the cause of each has been the 
same — want of comprehension of complete theories. 
Portions of a truth are seen and acted upon as if 
they formed a whole. The incidence of a tax is 
followed up in part; but because men fail to trace 
it in all its complications, they mark the revenue it 
raises, and miss the damaging drop from an artificial 
elevation. ' 

Yet there are many who, in the words of Mr. 
Pawcett, expect that the striking success of the 
experiment [of Pree Trade] in England ought to 
render a ready acceptance of the ^true principles 
which should regulate the commerce between na- 
tions indefinitely more easy.^" But it is the nature 
of this ‘^striking success ” which gains for Protec- 
tionist fallacies the enthusiastic support of working 
men. Even Mr. Paw^cett, the least dogmatic of 
economists, has not done justice to that portion of 
the resistance to Eree Trade which arises from a 
profound dissatisfaction with our present economical 
condition. This dissatisfaction is the secret of the 
hostility to the deductions of economists. Working 
men regard political economy not as a science 
concerned with the examination of existing facts, 
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in order to sIioy/ Iiow these can be bettered, but as 
an' apology for class distinctions, as a countenance 
to that reckless expenditure of capital wMcli is 
sanctioned, if it is not made necessary, by existing 
commerciar and political ideas. 

Thus' modern Protection, instead of being the 
disheartening surprise which it at first sight seems, 
becomes almost welcome as a sign that, by some 
men at least, the present state of things is reckoned 
insupportable. 

It is a protest against the belief that men and 
masters must ever be unprotected against the cruel 
misery of fluctuating trade. It is an assertion on 
the j)art of the workmen that human labour shall 
not be huckstered as a bale of goods. It is a re- 
fusal by those, who feel the evils of dependence, to 
be consoled by gloating on the fact that their labour 
has increased the number of millionaires with an 
unparalleled rapidity. It is an effort to prevent the 
labourer sinking into the mere drudge of a machine, 
and to make him once again a handicraftsman with 
an artistic love and knowledge of his work. 

Though Protection will not cure these evils, but 
must certainly increase them, we ought to recognise 
that opposition to this policy must now take a dif- 
ferent character. It must no longer proceed upon 
the assumption that the highest social ideal is 
reached by the simple method of all men buying in 


4 


Economic Defences of Protection, 

the cheapest inarhet and selling in the dearest ; hut 
it must recognise that competition is a force of 
nature, similar to a flood or a gale, which, in Bacon’s 
phrase, man ''must obey so as to command.” It 
does not come within the scope of the ];)resent essay 
to discuss how this force can best be regulated. 
This is only the place to show that the attempt to 
control competition by Protection must always 
result, under our present economical conditions, in 
aggravating those evils which it hopes to remedy. 

Such a policy still leaves working men entirely 
dependent upon capital ; it does not raise wages ; it 
causes distress to the consumer ; it shuts out foreign 
competition, only to cause a wasteful and often fatal 
struggle between fellow-countrymen. 

Thus, whereas Protection in England was avow- 
edly supported in the interests of a class, the work- 
ing men of Australia and America are possessed by 
a tliorougli belief that, by carrying out their policy, 
they are l^eiiefiting all. The Corn Law supporters 
refused to consider the sufferings of consumers ; Yic- 
torians and Americans voluntarily, and with their 
eyes open, undergo these private inconveniences, 
because they believe the mass of the community is 
bettor off thereby. They see plainly enough the 
evils of Ihotection as it affects the individual con- 
sumer, but they believe that by enduring these evils 
they will raise and keep high the general standard 
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of comfort in tlie country. They imagine that 
though Protection makes things scarce, it brings 
much work ; that much work gives high reward to 
capita], and high wages to the labourer. Tliey be- 
lieve that, if they did not submit to pay dearer for 
what they consume, their woi!kmg classes would be 
reduced to the level. of the Englisli.^ Strange as. 
such a delusion is, it would be most unjust not to, 
recognise the ‘honesty of ^purpose with which it is 
generally supported. 

^ 2 . The abnormal relations of the requisites of 
production in young communities does indeed offer 
some excuse for error. Labour is scarce, land is 
cheap, capital is abundant. The spectacle is, con- 
sequently, presented of the union of high wmges 
and large |)rofits. The Protectionist party, on per- 
ceiving this, ask for legislative interference, on the 
ground that, without such efforts, the profits both 
of labourers and employers w'ould sink to the level 
wdiich prevails in Europe. And further, they main- 
tain that the successful mode of preventing this 
decline is the '^fostering of native industry” by 
means of taxes upon iinporuations. Then, lest any 
class should l:)e p>eculiarly favoured hy sucli restric- 


^ Mr. Fawcett notes a less elevated cause for tlie advocacy of 
Protection — the desire of newcomers, who have immigrated without 
a knowledge of the wants of the coxnmimitv, to sec those Irades 
established in which they themselves are skilled. 
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tions, tlioy cany out tlieir policy consistently by 
taxing everything which can or may be produced 
within the country. Protectionists thus represent 
themselves as patriots, desirous of developmg the 
resources of their land, fearing that, if foreign com- 
petition is allowed, there will be no stimulus to 
home e!x:ertion, and national stagnation will ensue. 
Two reasons are brought forward to prove that 
the colonial manufacturer cannot compete with the 
foreigner on equal terms. Firstly, the high rate of 
wages prevalent in young communities; secondly, 
the expense and difficulty of starting manufactures, 
seeing that the requisite skill and experience can 
only be acquired by years* of practice. 

It wid be convenient to consider the idea which 
underlies these views, — that old truths are not 
applicable to the new conditions. This idea is one 
which is supposed to have approved itself to no 
less eminent a thinker than John Stuart Mill. In- 
deed, the Tvhole of the Protectionist argument from 
natural difficulties is professedly adopted from this 
economist. It will be well, therefore, to quote in 
full the passage in question, in order that a de- 
tailed examination of it may clear away the notion 
that difference in economical conditions gives any 
colour to the introduction of Protection in young 
communities. Then we can proceed to set out 
the special character taken by such Protection, 
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and to criticise the local reasons Tirged in its sup- 
port. 

“ Tlie only case in whicli, on mere principles of 
political economy, protecting duties can be defensible, ; 
is -when they are imposed temporarily (especially in ; 
a young and rising nation), in hopes of naturalising 
a foreign industry, in itself perfectly sxiitable to the 
circumstances of the country. The superiority of one 
country over another in a branch of production often 
arises only from having begun it sooner. There 
may be no inherent advantage on one part or disad- 
vantage on the other, but only a present superiority 
of acquired skill and experience. A country which 
has this skill and experience yet to acquire may, in 
other respects, be better adapted to the production 
than those which were earlier in the field; and 
besides, it is a just remark that nothing has a greater 
tendency to promote improvements in any branch of 
production than its trial under a new set of condi- 
tions. But it cannot be expected that individuals 

at their own expense, or rather at their certain loss, 

1' 

would introduce a new manufacture, and bear the 
burden of carrying it on until the producers have 
been educated up to the level of those with whom 
the processes are traditional. A pintecting duty 
continued for a reasonable time will sometimes be 
the least inconvenient mode in which the nation can 
tax itself for the support of such an experiment. 
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But tlie protection should be confined to cases in 
■which, there is good ground of assurance that the 
industry which it fosters will, after a time, he able 
to dispense with it ; nor should the domestic pro- 
ducers ever be allowed to expect that it w.ill be con- 
tinued to them beyond the time necessary for a fair , 
trial of "what they are capable of accomplishing/'' 

As this passage has Ijcen so often misinterpreted 
to convey an approval of the Protection policy in 
America and Australia, it may be well to set out 
clearly at starting what are the conditions under 
wdiich Mill thinks Protection might be justifiable. 
They are four in number: — 

1. Whore the tarijf is imposed to a new 
industry. 

2. Where such industry is plainly '' suit aile'^ to 
the country. 

3. Where it is only the wmvt of experience on the 
part of either labourer, or cajpitalist, or even, as will 
]:)e seen below, of nature itself, which deters indivi- 
duals from' running the risk of establishing the 
industry. 

4. Where there is good reason to believe that the 
fostered industry will soon be able to stand alone. 

I 3. It win not be an excessive admission for a 
Pree Trader, that where all these conditions are con- 
currently fulfilled some arguments might he advanced 
in favour of Protection, 
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The tliird condition would he the most hard to 
establish as an actual fact; and yet, as it is the one 
upon which the others really hinge, it will be well 
to attempt to fix upon some special industry which 
is excluded from a young community solely from a 
Avant of skill on the part of the producers. Then 
will be seen the imaginary nature of the obstacle. 

In the first place, the indastry can be nothing 
agricultural ; for even Protectionists have at length 
given up the notion that a nation is more comfort- 
able when its food supply is lessened. Moreover, 
young countries, being most suited to the produc- 
tion of food, would feel most heavily any such hin- 
drance to the development of their naturaP trad 

We must, then, assume that Mill was referring to 
some manufacture. It will be convenient to divide 
these into two kinds — ^manufactures dependent upon 
foreigners for their requisites of production, and those 
supported by the natural products of the country. 

But manufactures of the first kind are, 


^ It may be objected that some young communities haye been 
left out of sight. Some of the West Indies, for instance, have 
totally different economic characteristics from Australia and Ame- 
rica. The answer is, that this very diircrcRce is one whicli lays 
them outside of young communities which might be subject to Pro- 
tection ; for the main peculiarity of tlic islands referred to is the 
excess of capital and the absence of labour owing to the cessation 
of the slave trade. Consc(|Ucntly, nothing is produced ])ut what is 
primarily requisite for the maintenance of life. But Protection 
is needless where there is nothing to protect. 
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thesi, unable to compete *with. those outside, owing to 
the natural advantages, mineral or otherwise, ]3os» 
sessed by their rivals. Consequently, no amount of 
^‘protection ” will ever make such industries “ suit» 
able to the country.” In their case Mills second 
condition must remain always iinfulhlled. 

Accordingly, Milks dictum does not apply to in** 
dustries which lie under a permanent disadvantage 
in competing with foreign industries, owing to the 
greater facilities which exist elsewhere for obtaining 
the raw material 

Thus the only class of industries which Mill can 
have had in mind are those for the maintenance of 
which a young country has natural advantages as 
yet unused. 

Delay in the development of resources may be 
owing to two causes— absence of skilled labour, 
which Mill has mentioned, and paucity of capital, 
which he seems to have temporarily overlooked. 

Let us assume that it is labour which is wanted. 
Upon our hypothesis, capital exists in abundance ; 
the development of the country’s resources promises 
to turn out profitable. One will not be making the 
old mistake of regarding human labour too entirely 
as a piece of merchandise, if one asserts that the 
pressure of population and the desire for improve- 
ment will soon direct labour to a field where 
success is so assured. Certainly the evidence of 
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facts inclines ns to believe that, wliere absence 
of skilled labour is tlie only obstacle in tbe way of 
tbe development of tbe resources of a country, it is 
not long before that difficulty is overcome. 

An admirable instance of the tendency of the 
supply to eq[ualise the demand in the matter of 
labour, as of everything else, will be found in an 
address delivered by the President, of the Manchester 
Chamber of Commerce some fifteen years ago.^ In 
this he points out how, as the requirements of the 
world have changed, Manchester has altered her pro- 
ductions. Pirst she sent out cottons, then directed 
her attention to cloth, and finally, when all the chan- 
nels for the outlet, of her energy seemed choked, she 
supplied the world with labour ; and Manchester arms 
and Manchester skill have set up and now work , 
many a factory in Africa, Germany, and Belgium. 

But even supposing that skilled labour did not 
come forward spontaneously to enjoy the liberal 
rewards which absence of competition would ensure, 
the very assumption of the existence of a large 
amount of idle capital implies that steps vrould be 
taken by private persons to import that skilled 
labour whose absence was the only bar to their 
capital finding remunerative employment. 

However, let us suppose, for the purposes of 

1 Quoted by Bastiat, “ Sopbismes Economiques,’* § 14. Tbe case 
of tbe silk- weavers of Lyons, imported by Louis XL, is also in point. 
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argument, that for some reason or other tlie sldlled 
labour which is required cannot he obtained, and 
that it is necessary by any means to educate the 
native labourer sufficiently to enable him to utilise 
his natural advantages. It will then l)e seen that 
even if Protection may be useful later, it can be of 
no avail to set the native industry on foot. 

We have to remember that, even if we grant that 
the tax may attract some raw labour, that will not, 
in Mill’s imaginary case, directly start the industry. 
The workmen have yet. to learn the art. But this 
instruction will l)e in no way furthered by the 
imposition of lieavy fines upon imported goods of 
tlie kind with which our supjaosition deals. The 
only effect of such taxes will be tliat, during the 
time the new jiroducers are learning how to work, 
the country will he forced either to use these high- 
priced imported articles, or else to cease to purchase 
them at all. But this will in. no way hene.0t the 
protected producers, for, ex hyjootliesi, they are 
unable to produce anything, and cannot therefore 
obtain any advantage from the prices being artifi- 
cially enhanced. They will be supported, during 
all the period of their instruction, Ijy their capitalist 
employer. He wlD. be drawing entirely from his 
accumulated stores, until his workmen have acquired 
sufficient skill to enable them to supply the wants 
of the home consumer. 
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But tliis is exactly what he would' have had to do 
had there heeu no restrictions upon importations. 
He would then, in just the same way, have sustained 
his labourers whilst tliey were receiving the needful 
education. So that the Protection policy has as yet 
benefited no one. The labourers have received no 
more ; the capitalist is in the same plight as he 
would have been without it ; and the community 
or mass of consumers have suffered j)roportionally 
to their needs for the article which this policy was 
going to foster/^ 

Thus, whatever may be the subsequent advan- 
tages of Protection, it cannot provide any effectual 
aid to the “starting’' of a native industry, towards 
the setting up of which the absence of skilled labour 
and experience are the only hindrances. 

We have iiov/ to see wdietlier Protection really does 
confer benefits at a later stage in the history of a 
trade ; rememhering, liowever, that we are not deal- 
ing with those benefits which exist only in the 
imagination of Protectionist politicians, but with 
such real profits as may he siii)posed to follow from 
the protection of an industry of whose fostering by 
this means ]\.rr, klill might he considered to aj^prove. 
Accordingly, we have only to deal with new indus- 
tries before they become self-supporting, ahd able 
to hold their owm against foreign competition; for 
at that stage no economist maintains that Protection 
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is desirable. Sometimes, however, it is urged that 
Protection may he temporarily adopted, even though 
the industry can hold its own, in order to recom- 
pense the energetic capitalist who started it. It will 
he well to clear the ground at once of this source of 
misapprehension. 

The founder of a new industry does undoubtedly 
confer a benefit upon his country, at great personal 
expense and risk. It may thus often be desirable 
that the Government should step in to encourage 
such individual enterprise. But of all modes of 
such assistance, Protection is the most ill-advised, 
being at once unjust and unsuccessful. We are for 
the present concerned merely with its eflfectiveness 
in serving as a reward for the originator of an 
industry. In this object it singularly fails. 

In the first place, what help it may give comes 
after the time of difficulty has gone by. Secondly, 
the advantages it confers are scattered indiscrimi- 
nately upon those who may deserve them and upon 
those who have no claim. ' 

N*ot only is the enterprising originator' allowed 
to recoup himself by charging high prices for his 
articles, but the same privilege is extended to all 
those who, availing themselves of his experience, 
rush in to share the success which he has won. 
By this competition the prices of the protected 
articles are again lowered, until, the manufacturer 
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loses all the advantages of tlic monopoly -wHch was 
given Mm as liis reward. 

The right policy to he adopted in such cases will 
he mentioned later on. For the present, we may 
resume our examination of the effect of Protection 
upon an industry at the second stage of its develop- 
ment. 

For it may he admitted that the assistance ren- 
dered hy Protection will he of real use to the strug- 
gling manufacturer when this industry has indeed 
begun to he productive, hut when its articles are 
still of an inferior quality to, or are produced at a 
greater cost than, those imported from abroad. 

But it must be kept carefully in mind that, 
according to the hypothesis of the country being 
especially suited to the industry, such a stage in the 
growth of a trade must be of short duration. Its 
produce must very soon he cheaper than similar 
articles produced hy foreigners. 

Here, perhaps, any form of assistance, even 
“Protection,” might he a real advantage to the 
trade. 

Thus Mill’s dictum as to the possible advisability 
of Protection may apply to this special period in 
the history of an industry, — namely, to that short 
interval between the first producing of an article 
and the time when, both in quality and quantity, 
the article can compete with foreign productions. 


i6 
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And even then the recommendation only applies 
if this delay in attaining to perfection is owing to 
want of skill or of experience on the part of the 
producers* It is hard to conceive of any such case 
where this aid would he required for more than a 
few months. Even then, as will he shown later, 
'Protection is not the best means of lending such 
assistance. 

There is yet one other case to, which Mills words 
may he considered to apT>ly. 

It may he said that assistance is w^anted towards 
the naturalisation of an industry the value of whose 
prodxxcts depends upon the length of time during 
which the land or labour has been employed in the 
production. 

But here, as before; Protection confers no benefit 
whilst the article is becoming fit to use. Whether 
the system will give advantages later will, be best 
seen by taking as an instance' the industry which, 
of all others, most nearly complies with Mills con- 
ditions. 

The superiority of one country over another/'' 
in the production, of wms, often arises only from 
having begun to produce sooner.’' For not only 
does the excellence of vine depend upon '' acquired 
skill and experience," but in some degree upon the 
length of time during which the land has been 
employed in the production of the wine, as well 
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as upon the period dtiring wMch the wine is kept 
The wine industry is undoubtedly the case where 
Protection can be most j)lausibly defended. But if 
the matter is examined carefully, it will be seen 
that the conditions which would make Protection 
applicable are such . as to take the question almost 
outside the region of the possible. 

The case would stand thus : — Home growers 
produce a poor wine. A heavy tax is placed on all 
the good wine that is imported, in order to secure 
fair competition. 

One of two results will follow. Either the con- 
sumption of wine will diminish — wine being a 
luxury which is easily given up, — -or the inferior 
wine of the country will be drunk in preferenee to 
the better foreign wine. 

It would be hard to say that Protection was here 
absolutely wrong, provided that, if the trade con- 
tinued xmrestricted, the home-grown wine, with all 
its inferiority, could not be sold at a price sufficiently 
low to induce consumption in any sufficient quantity 
to give a fair return to the capital employed in its- 
production. Even then, to make Protection de- 
‘sirable, these four conditions must be concurrently 
fulfilled. The policy must be adopted only— 

I. Where natural agencies require a lengthened 
period of development to enable them to produce 

, B' :■ ' ' '' 
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articles wlxicli can compete with the imported pro- 
ducts of the same agencies. 

2. Where the home-grown products of such natural 
agencies, even though they are inferior, are unable to 
find a market owing to the cost of producing them. 

3. Where such inferiority is plainly owing o%ly 
to the inferior productiveness of the natural agencies. 

4. Where such natural inferiority is certain Boon 

to cease. ' 

I 4. From what has been already said, it may be 
correctly surmised that Government assistance is 
by no means necessary to the fostering of native 
industry. If a trade is profitable, private enterprise 
may be trusted to develop it. 

But there may be occasions when Government 
interference of the proper kind may render effec- 
tive aid. If an industry is really kept out of a 
new country solely by want of skill on the part 
of the producer, the Government may supjfiy that 
want in two ways, each of them assisting, not sup- 
planting, individual energy, and each of them differ- 
ing from Protection in being effective to achieve 
their end. 

The public money might be used for the purpose 
of importing the required skilled labour, or indus- 
trial schools might be set up in the country for the 
teaching of the craft. 

But, even with this assistance, the starting of a 
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new industry remains aH undertaking of considerable 
diffiGiilty. Yet it is most desirable tliat tMs diffi- 
culty slionld not be exaggerated. Undoubtedly 
there is a risk of failure owing to the want of ex- 
perience on the part of all concerned ; but this 
difficulty is not really enhanced by any circum- 
stances j)eciiliar to young conimiinities. Protec- 
tionists constantly maintain that tlio deniands in a 
young country for certain manufactures are not 
sufficiently large to justify the great expenditure 
which would be necessary for the laying down of a 
plant hig enough to secure cheap production. 

Undoubtedly that in young countries, as in old, 
the small producer is at some disadvantage as com- 
pared with the big manufacturer ; but no business 
has ever become large without having formerly been 
small. Little men must, therefore, start with little 
plant, and must wait until the country grows large 
enough to enable them to undertake a greater enter- 
prise. Consequently the risk in starting a new in- 
dustry diminishes in proportion to the difficulty. 

However, it cannot be denied that the originator 
of an industry may fairly claim compensation for his 
risk and trouble. The cpiestion then arises, How 
can this compensation be most effectively afforded ? 

It has been pointed out already (jx 16) that 
assistance in the establishment of an industry majr 
be needed while the home manufacturer is unable 


20 Econo7nic Defences of Protection. 

to seciu’e a market for Ms goods owing to a tempo- 
rary inability to compete with the foreigner; yet 
there are grave reasons against fostering an indnstryj 
even during that sbort period, by a system of Pro- 
tection. 

In the first place, Protection cannot be adopted 
without inflicting a hardsHp on the mass of con- 
sumers; and the desired result might be achieved 
with equal certainty and less inconvenience by 
giving a subsidy to the originator of the industry, 
to enable him to sell his goods at market rate. This 
would serve a double purpose, Hot only would it 
be a reward to the originator for the trouble he has 
taken, and so stand in place of the bounty re- 
commended above, but it would also be an assist- 
ance to the maintenance of the industry. But, 
nevertheless, it is a form of aid wMch is not en- 
tirely free from all objection. Continued bounties, 
no less thaii Protection, discourage both capitalist 
land labourer from improving their modes of pro- 
duction to that point when aids in any form will be 
unnecessary. It is so much easier for all concerned 
in the industry to receive, by means of Government 
grants, the same rewards for less trouble, that it is 
hardly to be supposed that they will exert them- 
selves extremely to shorten this period of gratuitous 
assistance. 

But it is just possible to assist a manufacturer 
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without injuring the consumers or taking away 
indncements to improvements in production. A 
bounty might be given according to the amount of 
the articles disposed of, to enable prices to be kept 
at the market rate ; and yet, if it were terminable 
at the end of a short period, activity might still be 
stimulated. 

Still it remains a fact tliat Protectionists do not 
bring forward cases whore industries have actually 
been excluded from a country for the reasons men- 
tioned above. The production of wine- — the only 
industry it is easy to conceive of as being likely to 
fulfil tlie conditions — was naturalised in Australia 
without any assistance from Protection. A small 
bounty was offered for the first tun of wine pro- 
duced ill the country, and then private enterprise 
was left to work alone. 

It may, then, he said by way of summary, that 
Milks dictum as to the occasional advisability 
Protection in young communities contains three ’ 
errors 

Firstly, It overlooks the fact that the skill which 
alone excludes the industry will always l)e supplied 
by private enterprise, either on the part of the 
capitalist or labourer. 

Secondly, It does not recognise that Protection 
would afford no assistance towards the starting of 
an industry. 
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Thirdly; It ovexlooks the fact that tlioiigli Pro- 
tection may help the capitalist wheii he has indeed 
begun to produce, hut to produce something inferior, 
it is more effectual in setting a preinium upon lazi- 
ness than in rendering real assistance. 

Even in this latter case, Protection is not so 
successful a nieniis of conferring aid as would he 
a promise by the GoYernmeiit to recoup the founder 
of the industry for what loss ho miglit experience, 
during a short and definite period, by having to sell 
his goods at the low* rate caused by foreign compe- 
tition. Ih’ovidod the. most scrupulous attention 
were paid to the merits of every case, sucli a policy 
would at once reward unprofitable trouble and en- 
courage hazardous experiment. 

To the above objections to Protection as a means 
of starting an industry may be added the obvious 
one, that the young industry will never be able to 
stand alone, because before it reaches a position 
which might enable it to dispense with Protection 
excessive competition will have rendered its unas- 
sisted continuance unprofitable. 


( 23 ) 


GHAPTEE II. 

PEOTECTIONIST DEFENCES OF PEOTECTION. 

I I. Being now free to set aside tlie one true 
economist who lias been supiiosed to advocate 
Protection as an occasional necessity in a young 
community, we may consider the delusions of those 
whose never-ending boast it is that they are “prac- 
tical ” men with notions founded upon “ common 
sense/’ Perhaps at the end of such examination it 
may be perceived that it is not always “ practical ” 
to reject the teachings of experience, because that 
experience is summed up in a general formula or 
theory, instead of being left to straggle through a 
mass of isolated instances. 

In the case of young communities, the delusions 
may at first excusably result rather from a non- 
recognition of the theory than from a denial of its 
correctness. At first sight the whole econom.y of 
the Hew World appears so different to anything 
experienced in the Old, that it is not altogether 
needless to inquire whether, with conditions thus 
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apparently reversed, our former truths are to be 
accepted as entirely applicable. Seeing land pro- 
curable for next to nothing, capital plentiful, and 
labour comparatively scarce, Protectionists affirm 
that their system is the only one vfhieh vvill meet 
such altered circumstances. 

It -will be well to set out the reasons of such a 
declaration before proceeding to question its cor- 
rectness. Por in a controversy with Protectionists 
there is unusual danger of Pree Traders failing to 
grasp the position of their adversaries. It is diffi- 
cult for us to realise the state of those who refuse 
to accept what seem to us axiomatic deductions 
from elementary facts. 

It may not be presumptuous to suggest that pdrt 
of this opposition maybe owing to Pree Traders 
having relied , too entirely upon theory. They 
have not lowered themselves to the level of the 
people. Except Bastiat, there is hardly one econo- 
mist who has attempted to deal with the subject in 
a popular manner, examining fallacy by fallacy as 
it arises, instead of wearying the uneducated reader 
by an elaborate exposition of a system. Nowhere 
could such a course be more impolitic than in a 
young community. All the social and political 
institutions of such countries tend to make hard- 
headed, ready men, .who boast themselves, with 
justice, of their practical ability. So long, then, as 
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political cGoiioiiiy reinains a purely analytical science, 
care imist be taken to assimilate it, for practical 
purposes, to it may finally become wlien it is 
estaUisbed on its proper basis — a bistorical system 
of political morality. Tbe only means of approacb- 
ing to tbis ideal possible to ns at present is a 
separate co^isideration of every case where any 
fallacy arises. Our inferences would then be made 




directly from tbe fiicts, leaving no room for tbe 
charge that tbe facts have been procured to fit tbe 
inferences. 

In accordance with tbis idea, we will proceed to 
examine tlie Protectionist argnments. To avoid 
any suspicion of garbling their language, it will be 
well to quote tlieir manifestoes. 

I 2. Bidmds from the statcmunts and a 7 mccrs of 
the manufactuTCTB of imi in Pittshurgh to the inter- 
Togatofies of the Bevemie CoTiimissiojiy 1866. 

* Labour has invested in manufacturing a much 
greater capital than the owners of machinery. At 
present, tbe average individual earnings of tbe me- 
chanical and operative classes are understated at 
$1000 each per annum, a sum not quite equal to 
tbe legal interest of 1 1 7,000. 

Should the manufacturer realise tbe net profit 

6 per cent, on tbe capital invested, be would 
iealise a bttle over fiooo on each 17,000 invested. 
Ta-king an establishment capable of producing 5000 
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tons of finished iron annually, its cost would he, in 
accordance with our previous statements, 1625,000. 
The average number of hands employed on such 
establishment would be 500. IJj)on these employes 
would be dependent, at the average rate, 2500 
persons. The average wages paid to these 500 
operatives, at 1 1 000 per annum, would be 1 5 00,000. 
The principal to produce this sum of interest annu- 
ally would be 3 3 3,3 3 3 worth of labour, the 
proportion being about i to 1 2. 

While labour, then, requires protection more 
than machinery, in the proportion of 12 to i, the 
Govenunent also receives it to a larger extent than 
the nianufactoer. The Government . . . would 
obtain in taxes from the establishment instanced 
1 1 04,900. , . . 

Is it not, then, for the benefit of labour and the 
Government, rather than for themselves, that manu- 
facturers appeal for protection against all those pro- 
ducts of foreign low-puiced capital and low-priced 
European labour that threaten to take from Ameri- 
can industry the American market ? ” 

Figures are then advanced to prove the impos- 
sibility of competing with the English. 

** Cost of ix fully equipped establiskment capable ^ 

of producing 10,000 tons per annttin, . §1,230,000 

Capital to carry it on in all its branches, . 750,000 


§2,000.000 
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A similar oiie in Great Britain costs . . $ 500,000 

Capital to carry it on, . , . . . 300,000 


Interest on |2, 000, 000 invested in Ameri- 
can establisliments at 8 per cent., , 160,000 

On SSoo.ooo in England at 5 percent., . 46,000 


Leaving a l>a]a.nce of interest against tlie Ame- 
rican mannlacturcrs of . . . f 1 20,000 


This is eipiial to $ 1 2 per ton on the amount made, 
or 1 5 per cent, net profit upon the sum invested 
in the Englisli iromvorks ; an amount of interest 
satisfactory to English manufacturers, and which 
would justify them in large investments. 

“In addition to this, . . . the rate of wages is 
another heavy item against the productive interests 
of this nation. 



InU.S. 

In England. 

“ Cost of production of pig per ton, 

S35.00 

$14.00 

, Waste in conveithig it into bar, 
Cost of one ton of tinisbed bar 

8.75 

3*50 

(incl udi ng every tiling), 

52.00 

20.00 

Taxes, . . . . . 

S.64 

0.00 


ii 04.39 

137-50 

Balance in favour of English ironmaster of 

$66,89 


Add the dilhrence in tlio interest as above, 12.00 
Giving , , $78.89 

as the total amount that iron can he produced more 
' cheaply in Great Britain than in this country.'’ 

The following extract from Mr. Harris GastrelTs 
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Eepoit on the Iron Trade develops tlie idea of tlie 
advantage accruing to the labourer and the Govern- 
ment from a system of Protection:- — 

“ . . .We find that every ton of rails costs |8o 
in wages of labour. ^ At least four-fifths of this sum, 
or I65 out of $80, are expended in living as soon 
as earned, and it is possible to tell very nearly for 
what it is spent, and what revenue the Government 
derives from this source upon a ton of American 
iron, which, of course, it could not receive' if the 
iron were manufactured abroad.’’ 

A careful estimate is then given of a workman’s 
average expenditure, with the result that, out of 
every §65 spent in Imng, $5.83 go to the Govern- 
ment in taxes. 

The same writer then goes on to show, item by 
item, that the ironworkers are the best patrons of 
home industry that they consume of domestic 
articles 1 3 4. 7 8 worth of agricultural products ; 
$17.77 of manufactures V while they buy from the 
foreigner only to the extent of $6.20. 

In Victoria similar ideas are prevalent. 

The ‘'^Protection League” has been formed by 
believers in the national system of finance, in view 
of the aggressive action recently taken by; the Free 
Trade or unpatriotic party in organising the ^Free 
Trade League,’ for the purpose of fostering foreign* 
and extinguishing native industries.” 
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The objects of the Protection League'' are thus 
expressed 

To protect ^ producers and manufacturers ' re- 
siding in this colony from unfair competition with 
producers and manufacturers residing in countries 
where wages are low and long hours of labour pre- 
Yail, ].)y the laying on of equitable custom duties on 
articles which can be advantageously produced and 
manufactured in Victoria. 

/'To protect importers from the continuance or 
imposition of duties on articles which hamper trade 
without extending employment. 

" And last, though not least, to protect employers 
(children and adults) from low wages and long hours 
of labour.". 

These quotations will be enough to show what 
are the practical advantages which Protection is 
supposed to bring. Before considering the manner 
in vrhich these ideas have been carried into action, 
and the results they have achieved, it will he con- 
venient to examine the theories upon which they 
rest. 

If a modern Protectionist were to formulate his 
views, his general theory would he much to this 
effect: — 

"The rate of wages in a new country is high 
because capital is in excess of labour. Consequently, 
the colonial manufacturer cannot compete with 
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tliose -who have the benefit of Europe's pauper 
labour, unless colonial wages are reduced to a similar 
level. But the rate of profits in young countries is 
also very high. Accordingly, if the capitalist is to 
compete with the foreigner, he must be content 
with the same rate of jirofit as the foreigner. 
Plainly, then, if the country's resources are to be 
developed, something must be done to exclude this 
competition. How can the marvellous wealth of 
iron which America possesses be ever utilised when 
the English master can sell iron in America for less 
than the cost of production only to the Pennsyl- 
vanian iiiaiiufacturor ? Or how can bootmaking 
1)6 naturalised in Yictoria when the master has, in 
the production of one pair of boots, to* pay more 
away in labour only than would buy an English 
pair in Collins Street? But are America and 
Yictoria always to be dependent on the stranger 
for the req[uisites of progress? Obviously the 
duty of patriotic citizens is to insist at once upon 
a tax on importations. The result of this will be 
twofold. The nation will be freed from its depend- 
ence on the foreigner ; and by producing for itself 
all that it requires, it will save the money which 
before was sent abroad, and so keej) the national 
market for the national labour. But even a greater 
benefit than this may be expected. An enormous* 
stimulus will be given to home manufactures, be- 
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cause tilings will be wanted as before, and tliere 
will be no other source of supply. Consequently 
there can be no more pauperism. With such a 
demand, labour U'ill never be without employment ; 
and as competition is excluded, prices may be kept 
up for ever; and so cajiital and labour will ahrays, 
each of them, receive their present high reward. 
But as it is obviously unfair that any trade 
should be particular^ favoured, Protection must be 
extended to all industries alil^e, that wages may be 
kept high everywhere. If one must suffer at the 
expense of the other. Thus the general level will 
be raised; every citizen will be comfortably off; 
the nation will have entered . on an era of indefinite 
prosperity.” 

There is no need to multiply proofs of the asser- 
tion that modern Protection is almost entirely based 
upon the one delusion that tariffs can keep wages 
high. When this notion is once upset Pree Trade 
is certain ; therefore, if any practical good is to be 
done, all attacks upon the system must be concen- 
trated' here. 

The best mode of exposing the futility of leg^ ’ 
dative interference for the xjurpose of keeping w" 
high is to set out tlie true causes upon whi5f hiich 
rate of. wages depends. We will first cohb able to 
““false opinion that the rate of reward v^rade, the 
labourer receives is determined by the /hat really 
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the work he does. This is the. view that demand 
for lahoiir is caused by demand for commodities.^'*. 
It is imagined that any one who, by bungling work- 
manship or by extravagance, causes two labourers 
to be paid instead of one, thereby doubles the 
amount of remuneration received in wages. It is 
undoubtedly true that the necessity of employing 
more labour does for the moment cause an in- 
crease in the amount of reward given to the hired 
labourer ; but inasmuch as one-half of this expendi- 
ture is €0} hypothesi wasteful, it lessens by ope-half 
the amount which the engager of the labour is able 
to direct to productive employments. Ho one, for 
examj^le, could imagine that it would conduce to 
the general prosperity gradually to poison all the 
wells and streams in England. Yet such an action 
might be defended by every argument advanced in 
favour of Protection, and of the theory that high 
wages are caused hy demand for commodities. As 
thirst must still he quenched, another means must 
be adopted of procuring drink. A new indnstry 
will accordingly spring up. Capital will be directed 
' ^(the distilling of salt water j to the infinite advan- 
all builders of all sorts, of carters, horse-dealers, 
before'^^ tank-makers, coopers, and fishermen, not 
market f?^ the number of retail water-sellers -who 
l)enefit industrj/ 

stimulus # perish. With every increase of popu- 
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latioB more “water would bo wanted, and a profitable 
and permanent employment will bave been pro- 
vided for the poor. 

TJnnecessarj expenditure not only keeps living 
workmen from employment, but is so much taken 
away from the capital, the profits of which might 
be providing a store out of which workmen in the 
future could receive employment- The apparent 
gain to soniG is oq^iially a loss to others, and is pro- 
bably a check to the increase of the store distribut- 
able among labourers ; for the aggregate wealth of a 
commuiiity is not increased because a change in 
the character of goods demanded alters the direc- 
tion of capital. The whole amount payable in 
wages can oxily be increased when the increased 
demand for certain articles is in excess of the 
diminished demand for others. But to assent to 
this is eq[uivalent to agreeing that it is an in- 
crease in the aggregate “^vealtli of a country which 
causes an increased demand for labour, by increas- 
ing the fund out of which wages can be paid. That 
this is the true cause of high wages, and is a cau^e 
independent of demand for commodities, will be set 
out in the following section. 

In order to understand the true cause of high 
wages in Australia and America, and to be able to 
of the effect of wages upon foreign trade, the 
groiind must first be cleared as to what really 

■ 0 ' 
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determines tlie cost of production. ' Tile capitalist 
view that high wages hamper trade^ and the Pro- 
tectionist cry for defence against ''pauper labour/’ 
spring from the same original confusion, which 
Professor Cairnes has disentangled, between the costs 
of production and the rewards of production. For 
the theory that the cost of production is determined 
by the two factors of wages and profits does not 
hold even verbally, except from the point of view 
of the capitalist. To the employer of labour cost of 
production is undoubtedly represented by the wages 
which he pays during the production, and the profit 
which he afterwards gains. P>ut an analysis which 
regards the phenomena from a more general stand- 
point shows that the cause of the cost of 

production is the amount of effort which has tQ...ba. 
expended, wages and profits being the money re- 
ward by which this amount is measured. It is 
true that, under existing conditions, this effort may 
generally be distributed into two parts — the work of 
the. labourer, as he is more particularly called, who 
receives a predetermined reward ; and the work ^of 
the employer in amassing capital, in abstaining from 
its enjoyment, in providing against risk, and in 
superintending the process of production. N'ever- 
theless, to overlook the fact that profits alv/ays, and 
wages frequently, are the reward given by tlie 
article when produced, and are not consequently 
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lactors wliich make up the cost of production, leads 
to very grave mis takes in practice. 

Thus, the rate of wages — ic., the amount of the 
'' lahourer's effort when measured in its money 
reward — depends upon the proportion borne by tlie 
aggregate wealth of a community to the iiiimher of 
its citizens. In other words, wages can rise or fall 
according to the increase or decrease in the average 
power possessed by individuals of procuring satis- 
factions. But this ahiindance or scarcity of general 
wealth depends uj)on the productiveness or the effi- 
ciency of work ; — using the term work ” to include 
tlie efforts of every one who directly or indirectly 
l)y any effort on his j)art assists in the production of 
an article, whether he be the actual moulder of the 
article itself, or the philosopher who suggests the. 
method of action, or the poet who lightens the toil ; 
— and increase in general wealth means an increase 
in the accumulated store out of which advances may 
he made to the hired labourer, and an increase in 
the number of commodities which may he exchanged 
for the commodities of foreigners. 

Accordingly, fee question to be settled by him 
who desires to keep wcges high is this, How can work 
be rendered more efficient? — ^in other words, How 
can the same amount of effort produce more ? 

The most obvious means through which work is 
rendered more efficient is increased human ability 
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to produce. A simple instance of tliis will sliow 
that high wages do not necessarily imply dear pr# 
duction. ' ♦ ' 

Aj a workman, receives as wages 3Ss. a week, and 
produces by Ms labour goods of the money value of 
40s. 4s. 6d. of this is spent in supplying materials, 

&c., the remaining 6d. goes to the employer as liis 
ivages of superintendence and as interest on his^ 
outlay. A spends his spare time in studying the 
intricacies of -his craft until he becomes a most 
accomplished workman. Knowing his own worth, 
he claims and obtains an increase of i os. a week in ' 
his wages, as a reward for his increased skill. But 
the mere fact , of the employer deeming it worth 
his while to pay the extra los. to retain A in 
his service shows that he, at any rate, thinks that 
he wdll prove no loser by the transaction. And his 
surmise is correct A’s increased skill enables him to 
produce in the week goods of the money value of, 
say, 50s. If the cost of material has remained the 
same, the profit of the employer will still be 6d., as 
before. He will have lost nothing by the labourer’s 
gain. But it is very probable that A will now be 
able to produce even more than 50s. worth of goods. 
In that case, every penny above Sos. is so much 
clear gain to the employer. 

Moreover, the increased money wages earned by 
A, arising as they do from a real increase in the 
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national ■wealth (provided he has not been employed 
in aome entirely useless occnpation), will enable him 
to benefit others, by bettering his style of living. 
This will give him a farther increase in his power 
of worh. What before took nine hours will now bo 
done in eighty leaving an hoar free for the produc- 
tion of something else. 

But the efficiency of labour is equally increased 
by the removal of any obstacles which have to be 
overcome. A cotton manufacturer can produce 
more cotton goods if he can , procure cheap raw 
material than he would 23roduce had he to give the 
greater part of his attention and money to the grow- 
ing of cotton. Natural advantages are free gifts to 
man. The more of these a workman can gain, the 
less , expenditure of effort he requires, because the 
gratxiitous assistance of nature enables him to pro- 
duce more with equal trouble. 

' We may now conclude that there is no fear of a, 
permanent decline in wages in Australia or America 
until, work becomes less eiTicieiit, Many causes 
might bring about this result. The increased difiS- 
ctilty of extracting gold has already begun to do so 
in Victoria ; an exhaustion of the more fertile soils 
is continuing the jjrocess. No great decline can 
take place in America or Australia so long as they 
continue to enjoy their immense natural advantages ; 
but it must be hastened by every attempt to deprive 
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either country of its peculiar superiority, by throw- 
ing obstacles in the. way of the development of its 
special resources. That this is one effect of Protec- 
tion will be proved below. 

The effect of wages upon competition with for- 
eigners now remains to be considered. Professor 
Cairnes has shown that where competition is un- 
limited the rewards for production vary accord- 
ing to the average sacrifices undergone by each 
class of producers. If competition is hampered, 
articles are exchanged according to the comparative 
Strength of the desires of the two trading parties to 
obtain the article which either of them is prepared 
to sell. It is this '^reciprocal demand'’ which 
primarily determines international values. Its limit 
is reached when the seller asks for any article more 
tlian it would cost the buyer to produce it for him- 
self. Thus, whatever increases the cost of producing 
an article in one country by so much diminishes 
the desire of the inhabitants of another to obtain 
that article from the former country. Thus, if Pro- 
tection increases' the cost of production, it must 
hamper foreign trade. 

It is commonly assumed that a low rate of wages 
gives a country an advantage in competing against 
another in which a higher rate prevails. Plaiisiljhj as 
this view appears, reflection will show it to be wrong. 
Prom what has been said above, it will be clear that a 
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rise or fall in wages can* only affect foreign trade 
when it proceeds from an increase or a decrease in 
the productiveness of work/ seeing that the move- 
ment is then a sign of an enlarged or a diminished 
■ power of satisfying the wants of others ; for a rise or 
fall in wages does not necessarily alter the amount of 
' effort recpiisite to the production of an article — tliat 
is to say, it does not necessarily alter the cost of 
production. 

But capitalists, when they clamour that high 
wages ruin trade, generally regard the prevalent 
rate merely as they imagine it to affect their profits. 
We have therefore to consider the result upon 
foreign trade of a decline in wages which does not 
arise from any diminished power of production, hut 
from an alteration in the relative shares of the 
labourer and of the employer in the ^-mount pro- 
duced. In this case there is simply a change in 
the distribution of reward; there is no necessary 
alteration in the quantity of effort put out either 
by labourer or employer. It is beside the point for 
any capitalist to dismiss this reasoning by the simple 
assertion that “if he could pay in wages 60 per 
cent, instead of 70 per cent., he could be left with 
a margin of profit which would enable him to 
benefit the country with a new indukry,” unless he 
is able to get over both the arguments and the 
facts adduced upon this point by Professor Cairnes, 
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ISTo one is competent to decide, from Ms own narrow 
experience upon tlie relation between wages and 
trade, unless lie is master of tL.e 'principles laid 
down in cliap. ii, part iii., of “Some leading Prin- 
ciples of Political Economy newly Expounded.” In 
that chapter it is proyed that a general fall of wages 
w^hicli springs from a general rise of iirofits would 
offer no inducement to' start new industries, but 
would leave the distribution of wealth exactly as 
it was before : that a partial movement in wages 
can only take place temporarily where competition 
is limited : that such movement may indeed affect 
that w’hich is the proximate ^ cause of interna- 
tional exchange, the relative price, but affects 
it in such a way that it is impossible to fore- 
tell the result, so that a fall in prices may some- 
times positively - cause a contraction of trade. It 
would be presumption in me to alter the form of 
such masterly argument, and the passage is too 
long to be transcribed. 

Thus, Protection is not necessary to keep wages 
high, because high wages are the result of effective 
work.^ 

^ This may seem at variance with Professor Cairnes* statement, 
that the productiveness of industry only affects the rate of wages 
and profits in so far as it results in a cheapening of the commodities 
■which enter into the consumption of the labourer.’" It niiiy be 
doubted whether this modification of the true i)rinciple, that the 
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Protection must accordingly be judged by its 
effect in rendering labour more or less efficient 
Later pages of tbis essay will show that Protec- 
tion makes labour less efficieht in two ways: (1), 
by destroying foreign trade/ and so depriving tlie 
boinc workman of tlie pou^^er 'of exchanging bis sur- 
plus product ; (2), by rendering useless tbe special 
faculties of production possessed by certain places, 
or, in other words, forbidding the workman to avail 
himself of the free gifts of nature. In these two 
ways Protection diminishes the aggregate, wealth of 
cominunities, inasmuch as it weakens the efficiency 
of work by creating fresh obstacles to be sur- 
mounted. • , 

P>efore proceeding to test Protection by its effect 
upon wages, may we not see that the condition 
of America and Australia demonstrate the truth 


lessening of the cost of production causes a rise of wages, measured 
in the commodity of which the cost of production has hecn cheap- 
ened (viz., in America and Australia in precious metals and agri- 
cultural produce), is capable of any practical application. It is 
verbally true, but of little value * for there are but fev?’ articles 
which enter into the consumption of one class only. But even where 
the cheapening of production benefits the wealthy only, in so far as 
it enables them, to satisfy their v/ants with less effort, it sets free 
new capital to afford new gratifications. Moreover, even if the 
article be one of “purely luxurious consumption, ’Mts cheapening 
may have a moral effect in influencing the “ effective desire of 
accumulation.” The wish to obtain it may stimulate saving, and 
its actual possession may mark a step towards a higher standard of 
living. 
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of the maxim, that the rate of wages depends 
upon the ability of the labourer to produce ? In 
both these countries the efl&ciency of labour is 
increased by two causes. Firstly, the education of 
the labourer enables him better to utilise liis powers, 
by bringing brains to his assistance ; secondly, tli.e 
naturol fertility of the soil, together with the prac- 
tical absence of rent, reduces the price of food by 
enabling much to be produced with little effort and 
at small expense. Consequently, the general stan- 
dard of living in these countries is extremely high. 
Labourers are able to insist on greater comforts. 
The money which is spent by Engiishinen in sup- 
porting life goes, in new” communities, in the pur- 
chase of coinparativo luxuries. But the same causes 
which combine to make labour more efficient are 
at w”ork to increase the reproductiveness of capital. 
For the efficiency of labour ” is a .phrase without 
a meaning, unless it implies a power of increasing 
the national wealth.” But if more is produced, 
there is a larger amount from which savings 
may be made ; and if that larger amount is repro- 
duced very rapidly, or, in technical language, if 
capital turns over ” quickly, every inducement to 
saving is put forwurd. But the limit which can he 
distributed in wages is the amount of such saving, 
and no more. Accordingly, the success of a policy 
wdiich sets before it the aim of keeping up high 


Protectionist Defences of Protection, 43 

wages must be judged by its effect in increasing or 
dimiiiisliing the national wealth/ 

§ 4. Protection is supposed to increase the wealth 
of a community in two ways: (i) by reserving the 
home market for the liome labour ; (2) through the 
eficct of the establishment of ne'w industries. 

i. It is urged that’ Protection would increase the 
wealth of the country by causing the money now 
spent in purchasing imported goods to be divided 
among the home producers. 

This arises from a misconception of the nature of 
wealth, and an ignorance of the true character of 
trade. 

Such a phrase implies, firstly, that money is 
wealth \ secondly, that every importation is paid for 
in hard cash ; therefore every purchase from the 
foreigner impoverishes the country in proportion to 
the amount of money it sends out of it. Accepting 

^ High, wages might also', be kept up without any increase of 
capital by a diminution in the number of the labourers. This side 
of the question only concerns the subject of the present essay in so 
far as one of the objects of the avowed Protectionists is to put a 
stop to immigration. They fortify themselves with arguments from 
Mill and IMalthus, not perceiving how totally inapplicable these are 
to the case of young communities. Decrease in the number of 
labourers is only desirable provided such decrease do6:s not lessen 
the efficiency of labour. In England, under the present land system, 
decrease is desirable, liccause the same total amouiiD could be pro- 
duced by fewer workmen, and with much greater comfort to all. 
But wherever, as in young communities, every increase in the num- 
ber of labourers only gives a greater stimulus to the development 
of the resources of the country, such increase directly tends to per- 
petuate high wages. 
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this Yiew it follo-ws that that countiy is the richest 
'iyhich possesses the greatest quantity of gold and 
silYer. The fallacy of this will he made obvious 
by considering what would be the condition oh. a 
country whose wealth consisted entirely of the pre- 
cious metals. Such a case makes it clear that 
money is valuable only in the power it gives of 
purchasing articles which are necessary or desirable. 
In fact, money is merely a medium of exchangcj — a 
token to facilitate transfers of goods. For instance, 
a farmer desires to exchange a haystack for a cart. 
A horse-dealer is ready to buy the stack, but has no 
cart to offer in return ; but instead of waiting until 
he meets with some one who wiU give a cart in 
exchange for any of his surplus articles, he hands 
over to the farmer the value of the cart in money, 
while the farmer, instead of hoarding the money, 
proceeds to exchange it for the cart he needs. Thus, 
though the process has been complicated by the 
intervention of a third person, and though it might 
in the same way become more complicated, it is 
none the less true that tlie haystack has been ex- 
changed for the cart. In fact, every trade transac- 
tion is a barter. The same truth holds of foreign 
trade, though the result is less directly brought 
about. As trade is meaningless unless there are 
two parties, one country cannot be ahrays receiving 
nor another always giving. Exchanges must be 
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mutual. Thus every import requires hy its very 
nature a corresponding export, so that importations 
are an infiillible sign of vigorous production. 

But Protectionists may reply, “ How can we he 
certain that the barter transaction is completed in 
OUT country ? An American manufactiirer pays 
r$6o for a ton of English iron. Suppose the English 
iron importer takes away that |6o to spend in the 
purchase of French sillc. America is poorer — l)y 
the amount of potential satisfaction contained in 
1^0— than she would have been had the manufac- 
turer been coinpelled to purchase tire iron from a 
home producer. Thus, even supposing that the 
home iron were i o dearer, the purchaser would 
lose «$io, but the country -would keep) |6oF, 

' This objection may be answered by an assertion 
that .such cases must be rare and isolated. Our 
imaginary manufacturer acted as he did because 
America produced nothing which he needed. The 
troublesome course of remitting the money to France, 
and there purchasing what he needed, was /^more 
pDrofitable to hiin than the completion of the trans- 
action on the spot. But consider the effect if all 
importers acted in a similar fashion. Insomuch as 
,then they would he exchanging their goods for 
money only, America's stock of corn must soon 
be exhausted. When this result * lias happened, 
America has lost its power of purchasing from 
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others, insomnch as she possesses nothing which the 
foreigner will receive in return for the goods which 
, he imports. 

Therefore, without denying that such a case is of 
possible occurrence,, we assert that the mere fact of 
a country being able to supply itself with foreign 
goods, proves that it does produce something which 
otlier people want. • 

If a country was unable to produce anything 
desired by others, neither Free Trade nor Protection 
could give it a x^rosperous commerce. When its 
inhabitants had consumed their present store, they 
would have nothing to fall back ux)on. They might 
be just able to support themselves. An interiial 
gradation of wealth would' probably grow up, but 
the outside world would judge them to be paupers. 

" 2/ The second way in which Protection is ima- 
gined to increase the national wealth is by the 
establishment of new industries. 

It is one of the most satisfactory features of a ' 
young community, that iE-considered action often 
results from a strong sense of the iiidividiiars duty 
to the state. Consequently, half-educnted Melbourne 
voters are easily influenced by appealing arguments, 
of which the following may be taken as a specimen* 
The boot manufactory at Collingwood was set 
up through the tariff. And the establishment of 
that manufactory means not only that several him- 
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I, dred workmen gain a livelihood themselves, but that 
they are enabled to spend money in the encourage- 
ment of trade of every kind. Practical men know 
that, at any rate in this case, the fact that boots 
have been a little dearer has benefited the commu- 
nity by giving work to a nurnber of its members/'’ 
This line of argument proceeds upon the assump- 
tion that the capital employed in these new' indus- 
tries marks so much increase in the aggregate capital 
of the community. If this is true, whence did this 
capital originate ? Was it called into existence by 
the tariff ? Surely, then, it were an easy means of 
liquidating every debt, if the imposition of a cus- 
toms duty could increase the amount of money in a 
country! But seehig that tins capital cannot be 
the creation of a tax on imports, it must have 
already existed in the country. But as it did 
not lie idle, the fact that it was not employed 
in the production of boots (to continue with our 
Melbourne instance) proves that it was engaged 
in some more profitable occupation. Thus the Pro- 
tective policy has diverted a certain amount of 
capital into the protected trades, through the Go- 
vernment having engaged to ensure that these trades 
shall prove profitable, by artificially raising the 
prices 5f their articles. As regards the aggregate 
wealth of the community, the result has been dis- 
placement, not increase. , 
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Bastiat sets out the point with inimitable clear- 
ness. “ A nation which isolates itself by adopting 
a prohibitive regime multiplies its branches of in- 
dustry — that I grant ; but tliey become of diminished 
importance. It adopts, so to speak, a more compli- 
cated industrial rotation ; but it is not so prolific, 
because its capital and labour have now to struggle 
with natural difficulties.” . . . There may be “ more 
varied employment, bnt the total mass is not in- 
creased. It is like distributing the water of a pond 
among a multitude of shallow reservoirs ; it covers 
more ground, and presents a greater surface to the rays 
of the sun ; and it is precisely for this reason that it 
is all the sooner absorbed, evaporated, and lost.” 

But there are two causes peculiar to young com- 
munities which^ to some extent, delay the recognition 
of this obvious truism. 

In the fii‘st place, a country in its youth is so 
small that the immediate results of Protection are 
at once manifest. The new manufactures which are 
called into existence stand patent for all to see ; 
while the remoter losses iaflicted by the system are 
no whit more apparent than in countries which have 
a denser population. 

The second cause requires a more detailed exa- 
mination. Individuals in young communities some- 
times act so that certain forms of Protection might 
cause, not displacement only, hut a real increase in 
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tlie amount of capital invested in the country. Few 
colonists generally bring with them what capital they 
have, such capital being the result of purely foreign 
labour. In some instances, the profits returned by 
this capital, instead of being invested in the colony, 
are sent back , to be reinvested in the raother coun- 
try. The colonist thus has as little as possible 
invested in the land in which he lives, and does not 
allow his adopted country to benefit even by the 
profit on that little. It may be plausibly urged 
that, in some cases, Protection would secure that 
the young country would receive some j)art of the 
money hitherto sent abroad. For instance, suppose 
the ‘Said colonist uses a large amount of imported 
ironware, and that the foreigner from whom he 
buys this completes the barter transaction in another 
country, that is, receives money from the colonist, 
and satisfies his wants by exchanging that money 
elsewhere. Here it would certainly he a gain, if 
the iron importer could be induced to take in return 
some home-mMe goods. But suppose that this is 
impossible, and that the only means of getting our 
colonist’s profits spent in his adopted country is by 
preventing their departure. If now a restriction is 
placed upon the importation of iron, the money tliat 
formerly went entirely to the importers will no ay be 
spent in fostering native industry, causing, in this 
special point, a twofold instead of a single advan- . 
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tage. The country has as before the iron, hut it 
has also those products which were formerly ex- 
changed for iron. 

Thus, though our colonist's power of spending is 
diminished, this does not affect the colonial producer. 
He rather is a gainer hy the amount of money the 
tax has forced our imaginary individual to spend in 
the eomiiiuiiity. 

Though such instances are not so unexampled as 
might he expected, they cannot be of such common 
occurrence as Protectionists believe. The mere fact 
of industrial activity shows that very few do as our 
supposed colonist, and that against almost every im- 
portation can be set a coiTesj)onding export. But 
even taking Protectionists at their word, it would 
be impossible to act upon these cases. Even if 
they were more general, they would offer no ground 
for legislation, insomuch as they concern individuals 
only, and their occurrence is rarely capable of actual 
proof. They are merely isolated instances. To 
found upon them a policy of Protection' would be 
like compelling men to inflict bodily injury upon 
you that one physician might have the profit of 
a fee. 

Protectionists may urge that their policy does 
ultimately increase the wealth of a community, by 
securing high profits to the capital engaged in the 
protected industry, and so enabling its more rapid 
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reproduction. Tlie wrongness of tlrLs view will be 
exx:)Osed wlieii we come to consider tlie actual effect 
of Protection in lessening the wealth of a coni- 
'Hiimity. 

There is yet another way in which Protection is 
asscirted to enrich a country. When Pree firaders, 
on hearing of the imposition of anotli.er duty, 
mutter words sounding like “monopoly'' and 
“ spoliation," Protectionists indignantly affirm that 
their policy rests entirely on the highest moral 
principles, seeing that it rohs no one but the 
foreigner. 

While refusing to question for a moment this 
orthodox principle, one may ask whether Protection 
really succeeds in carrying out so noble an ideal. 
May not such a belief be founded uj>oii a misunder- 
standing of the nature and operation of Protection ? 
Because foreigners may be made to suffer by re- 
strictions placed upon their importations, it does 
not follow that the protecting country gains what 
they lose. 

Duties may be of two kinds, according as they 
are imposed for fiscal or protective reasons. l)uties 
on, such foreign commodities as do not come , into 
competition with the produce of the home country 
do to a certain extent fall upon the foreigner. But 
even here he recoups himself always largely, and 
sometimes entirely, by the increased price he is 
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enabled to charge. The question is undoubtedly 
complicated, and one dilBBcult to treat of in the 
abstract. But it will be enough, so far as the 
present essay is concerned, to point out that such 
duties cause no destruction of wealth, though they 
may alter its distribution. 

But it is , quite otherwise with the duties, so- 
called Protective."' The admitted object and effect 
of such duties is to cause something to be made in 
one country which, in a state of freedom, would be 
made more easily and more cheaply in another; 
or, in other words, Protection is a device for causing 
unnecessary labour, and so diminishing the gratifica- 
tions of the world. Had no country been bribed to 
establish industries for which it was not suited, 
those industries would have sprung up naturally, 
wherever they could be conducted at the least cost, 
and to give the largest return. Protection can 
merely increase the ainoimt of labour necessary to 
produce certain articles, and by so doing it prevents 
or makes dearer the production of others. Thus there 
is a loss to the world of a certain portion of produce 
which in a state of Pree Trade would have been 
divided between the exporting and importing coun- 
try. When a community lays on a protective duty, 
not only does it weight itself most heavily b}^ caus- 
ing a waste of capital and labour, but it destroys the 
production of the articles which used to be given 



Protectionist Defences of Protection, 55 

in excliange for the imported goods. A douHe 
injury is thus inflicted ; for there is no such thing 
as an entirely isolated occurrence in political eco- 
nomy. ITo action can have one result only and its 
influence then perish. Every benefit and every 
iiijury recoils from person to person, trade to trade, 
nation to nation, always gathering power, as it 
widens the sphere of its effect. Protection, for 
example, not only lessens the wealth of the pro- 
tected country, but, by stopping foreign trade, 
destroys ability to produce. Thus, though Victoria 
or America may damage foreigners, they cannot tax 
them; for, in the words of Mill, ^Hhey can never 
avoid largely sharing in their loss.'’ 

But, lest it should be urged that, in spite of 
theory. Protection does detain wealth which would 
otherwise be lost to the community, or does induce 
foreign capital to be invested in the country, it 
will be conclusive to cite the instance of Victoria, 
mentioning at the same time that a similar decline 
in the power of consumption is exhibited by tlic 
statistics of America. In both these countries, 

/ under a protective regime, the consumption of 
articles which were not absolute necessaries has 
steadily diminished, or, in other words, the money 
which used to be spent in gratifications now goes 
to pay the enhanced prices of protected neces- 


saries. 
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The follrAving figures will make tliis point c[iiite 
clear as regards Victoria — 

CUSTOMS RETENUE UKBER THE THREE ' TABIEFS, ' 

1864. (Free Trade.) 

Eleven arti clos taxed lor fiscrd purposes produce £ i ,032,020 
T)ried fruit?, . . , ;£i6,3r4 

Gold export duty-, . . 

' — ^ — ' ■ 132,21s; 

164,235 ; 

1868. Ten per cent, (imposed 1865.) 

The same eleven articles, . . . . j^786,ii5 

Other duties (protective), .... 378,385 


1, 164,500 

1872. (More strongly protective.) 

The same eleven articles, ... . £791,972 

Other duties . , • * • • ;^729,9oo 


;£l, 531,872 , 

IS75. 

The same eleven articles, ' . . . . £923,726 

Other taxes (protective), .... 659,516 

Add gold export, duty — say v » • 90,000 

. . /n673,342,- 

In 1865, though the duty on tea was reduced 
hy one-half, other duties were raised, causing re- 
spectively a loss and an increase to the revenue 
which may be set off one against the other. 


These figures will show that the change from 
Free Trade to Protection led to a loss in 1S6S of 
^245^905 on the eleven articles, from which nearly 
the whole revenue had been before derived. The loss 
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on tile same in 1872 was ^241,248, and in 1875 
£ 108,284. But, if tlie increase in population be 
taken into account, tke amounts would stand thus- — 

1S64, . . .. . 

1868, .... 694,060 

1872, . . . ’ . 700,450 \ 

1875, • • • • 667,992 

Olvio put tlie matter in anotlier light, if the Free 
Trade tariff liad been let alone,’ it would have pro- 
duced in 1S72 ;^i,492,322, or only about ^30,000 
less than the gross revenue of that year, after the 
imposition of taxes to the amount of £j 2 (^,ooo} 
The following details will show more clearly the 
effect of the tax in diminishing the power of 


buying : — 



iS 64 . 

Duty. 

1S68. 

Duty. 

1875. 

Duty. 

Sph'its 

4 

520.645 

52,018 

los. gal. 

£ 

354,162 

40 , 3^9 

28,.:}.84 


£ 

510,000* 

33,297 

26,477 

87,498* 


Wines 

6d. „ 


6s.,4S. 

9 d. 

Beer and cider 

39 j 97 S 


Tobacco 

1x7,091 

2 S. lb. 

138,155 



Do. , unma- ) 
mifactured 3 

10,457 

IS. „ 

3,409 


14,786 

.... 

Cigars 

13,807 

Ss* » 

11,691 

3d. ib. 

12,319 


Tea 

100,357 

6d. ,, 

70,382 

73,942 

... 

Sugar 

93,574 
11,328 , 

6s. cwt. 

' 71,565 


88,076 


Coffee 

2d. lb. 

13,661^ 


15,086* 


Opium 

3.5,235 

lOS. ,, 

22,200 

4,890 


16,037 


■Malt 

8,726 

6d. bush. 


15,032 

2 S. 

Hops 

4,470 

2d. lb. 

7,486 


9,220 

3d. I 


* Allowing for temi.ioraiy iieigiiteiiing of the dutj^ 
iVn. — ^IViiere no figure is given the duty remained the same as in 
1864. 


^ Even this does not show the full weight of the burden. . The 
cost of the Custom-House must be taken to account ; and the fact 
that tariffs raise the price of home-made goods, as well as of those 
imported. 
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Attention is especially directed to tobacco, cigars, 
tea, sugar, and coffee. Fone of these are capable 
of being produced in "Victoria, and they are articles 
which would feel directly any decrease in the spend- 
ing powers of the community. 

Without bringing forward America as another 
practical refutation, we are now free to dismiss the 
hazy Protectionist idea, that their policy mm'-eases 
the wealth of a community, and' to examine its 
actual effect in diminishing that wealth. 

§ 5. In the case of '^simple” Protection, or the 
Protection of single industries, there are no pecu- 
liarities in young communities which falsify the 
teachings of old-world experience. 

The first result of a duty is a rise of prices in 
the protected trade to the full amount of the duty 
imposed. 

This point is sometimes diminished in effective- 
ness by being stated in too absolute a form. Account 
must be taken of the effect both of competition in 
depressing prices, and of custom in checking sudden 
rises. Still, without leaving out of sight either of 
these influences, it may be shown that a tariff must 
in any case injure the consumer. The dilemma vdil 
stand thus: — The tariff was imposed in order that 
home producers might no longer bo forced by 
foreign competition to sell at a loss. The duty 
itself is the amount by which the market price of 
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tlie imported article is less than the lowest profitable 
.selling price of the same article produced at home. 
For convenience^ suppose this -difference to be iq 
per cent., the price of the foreign articles must be 
raised i o per cent. The price of the home articles 
must be the same as that of the foreign; for we 
assumed that the amount of the duty was calculated 
from the lowest profitable selling price. 

Suppose, now, a duty was imposed of 12 per 
-cent, that is, of 2 per cent, more than the difference 
of the selling prices of the home and foreign articles. 
The price of foreign articles must, as before, he in- 
creased by 12 per cent. The home manufacturer 
can make a profit if he only increases his price by 
10 per cent But, at first, there is nothing to pre- 
vent him availing himself of the exclusion of foreign 
competition to raise his prices the full r 2 per cent. ; 
consequently, in any case, prices will rise, the con- 
sumer paying. But this state of things will not 
continue long. It being seen that the manufacturer 
is obtaining 2 per cent, above the ordinary rate of 
profit, there will be a rush of competitors into the 
protected industry. Capital will be withdrawn 
from other occupations, again to the injury of the 
consumer. Finally, if excessive competition causes 
over-production, and so forces prices down to what 
they were before Protection, the tariff becomes use- 
less. The eyil may be presented in another aspect. 
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All siicli Protection causes certainly two losses^ 
possibly one profit. Por example, suppose that in 
a sfate of freedom -a foreign pair of boots can be 
bought in Melbourne for 20s. A tax of Ss. is 
placed upon each pair imported. The consumer, 
who buys a pair of boots, clearly loses 5s. — one loss. 
Tho maker of boots gains that 5 s. — one gain. But 
whereas before the purchaser of the boots had Ss. 
to spend on some other gratification — say woollen 
goods — he is now forced to go without this latter. 
Thus the producer of woollen goods is deprived of 
the power of selling his usual 5s. worth of articles; 
loss nuiiiber two. ISTeither does the boot manufac- 
turer' step into the place of the consumer as regards 
the seller of woollen goods. His gain of 5 s. goes 
directly to the Government, mainly to pay for the 
officials charged with its collection. 

Thus the consumer certainly loses the extra amount 
he ]ia.s to pay in consequence of the tax ; the producer, 
to whom, in a state of freedom, that extra amount 
used to be given, is forced to hand his gain over to the 
protected manufacturer. The latter, therefore, gains 
a sum equivalent to either the loss felt by the con- 
sumer or that felt by the other producer. But even 
this gain is only temporary, owing to the excessive 
competition such bonuses inevitably cause. All' 
who can do so rush in to share the s]:)oil 

Similar competition on the part of the labourer 


Protectionist Defences of Protectio^^ 59 

prevents wages in that industry continuing liigliex 
than the average. If the impulse given to the 
industry hy the excludon of foreign competition 
does cause for a time a rise in wages, labourers will 
leave their ordinary avocations to crowd into a trade 
which gives rewards so much higher than those 
which they have been receiving. In this way wages' 
will soon sink to the ordinary market rata. 

It has now been shown that Protection dimi- 
nishes rather than increases the national wealth. 
Therefore Protection can never cause high wages. 

But the burden of the proof should rest with 
Protectionists. It is for them to establish a proba- 
bility that, without some interference, wages would 
decline. This is exactly where Protectionists have 
always failed. Not only have they never been able 
to answer the arguments as to the imj)robability of 
such decline for centuries to come, but they do not 
attempt to bring forward any instance where the 
d priori view is refuted by facts. 

If it were true that the American and Australian 
manufacturers are utterly unable to compete vrith 
the foi'cigner, we should expect to find but little 
capital invested in countries where the prospects of 
failure were so certain. 

But such a belief is in total opposition to the 
facts. The rapid reproduction of capital, caused by 
the efficiency of the labour, not only gives Hgh 
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■vi-ages, but loaves liigli profits. Indeed, so remune- 
rative are the ■ ordinary occupations in those coun- 
tries that capitalists are discontented with a return 
of less than 8 per cent. Such high interest cannot 
fail to be attractive to capital, and so long aS it 
continues all the labour in the country will find 
sufficient employment. Heither need there be a 
fear of wages falling while capital continues to be 
reproduced with the same rapidity as now ; for such 
a fall could only be due to a decrease in the saving 
power of the community, or to an increase of the 
wage receivers disproportionate to the increase of 
capital. But so long as the rate of profits remain so 
high, as it was in America and is, in Australia, the 
amount of the nation’s savings may be almost inde- 
finitely multiplied. Again, so long as fertile land is 
plentiful, and every labourer at liberty to acquire it, 
living must continue cheap. But cheap food creates 
efficient labour, and effident labour is the cause of 
national wealth. 

I 6. Many Protectionists are now beginning to 
admit that their position is rca?^oyy^h'a%indefeIlsiblo. 
But they claim tliat there is something of higher 
consideration than facilities for gaining riches- — the 
moral and social weEbeing of a people. Protec- 
tion, they say, is the only means of stimulating 
intellectual activity by causing a diversity of indus- 
tries, and of rescuing the country from the stagna- 


Protectionist Defmces of Protectioii, 6i 

tion of a beefy, buttery bucolicism. Did Protec- 
tion, indeed, in any respect elevate the masses, 
or was the system at all needful to save the people 
from the sluggishness of a single occupation, almost 
any pecuniary damage it inflicted might be borne 
with eq[uaniinity. But its actual result is very 
different. 

Take the first imaginary benefit : The country 
is to be made independent of the foreigner/' And 
what is to be the profit of this independence ? For- 
sooth, that when America or Australia is at war 
simultaneously with all the world, they may not 
feel any inconvenience from the loss of their accus- 
tomed imports ! For it is really a fear of universal 
war which prompts this vague inducement to Pro- 
tection ; for if even one country remained friendly 
we could obtain ' from it, or through its aid, the 
articles we -needed. 

The argument that Protection will cause a diver- 
sity of industries must be met by a recognition of 
the advantages of such a result, together with a 
denial of the necessity for an injurious interference 
in order to secure it. 

As has been pointed out above, a coimtry can only 
import foreign goods when its own .articles are in 
demand elseivhere. But the larger portion of the 
Old World is forced to import its food. Conse- 
quently there is a great demand for the products of 
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young countries. Capital accordingly receives large 
profits, owing to the fact that the demand is Y(3ry 
easily supplied. But as capital accumulates it seeks 
some profitable investment ; and fe^Y Giaployiiieiits 
offer larger returns than a further development 
of the country's natural resources to suriply the 
young community with the articles it has as yet 
imported. 

Thus a diversity of industries will grow ixp 
naturally, provided there is a sufficient foreign trade 
to facilitate the' accumulation of capital. 

But, in any case, Protectionists should remember 
how many different trades are necessitated by the 
simplest occupation. Even a purely pastoral com- 
munity requires houses, clothes, and instruments, 
causing thus the employment of quarrymen, brick- 
layers, masons, carpenters, and blacksmiths, not to 
mention the countless domestic trades, such as 
tailors, shoemakers, bakers, and purveyors of 
luxuries of every kind, which no foreign competi- 
tion can stamp out. 

Moreover, as population grows, towns must sj)ring 
up, if not as centres of trade, at legist as rcseianirs 
of agricultural produce. 

Therefore Protection can never be required to 
prevent a country beconiiig purely agTicultural, 
So long as a land is able to export something, a' 
means is given of replenishing the national store 
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with tlie- foreign products required for Loine Qon~ 
smnption. But tlie more vigorous the foreign 
trade, the larger is the home production ; for 
through this trade capital continues reproductive, 
and thus allo-ws large savings to be made. Accord- 
ingly, a large import trade is the surest sign Hi at 
foreign industries will soon be naturalised. Manu- 
factures spring up as need arises ; for then the 
demand for their prodiiots will be sufficient to 
ensure a profit. To such success a high nominal 
rate of wages will never be a bar. To institute a 
true comparison between the wages of an English 
and Australian labourer, regard must be had, hot 
only to the money reward they respectively receive, 
but to their relative effioioicyl' meaning by this 
their human ability to vrork, and the amount of 
assistance they receive from nature. 

But if all arguments are to be disregarded when 
they are stated in a general form, the one fact that 
in New South Wales manufactures hold their ovni 
with agriculture is proof positive that Protection is 
not required to direct capital to profitable piiisuits. 
And when, furtlier, South Australia and Queensland 
are bidding fair to become as important manufiic- 
turing communities as the ''protected” Victoria, no 
plainer evidence could be adduced that/ Free Trade 
is the best stimulus to native industry. 

Another defence of Protection is urged from the 
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different standpoint. Thougli Protection * is estab- 
listed for tbe most part "witli honesty of purpose, 
selfishness soon steps in to secure the continuance 
of a policy which has, created so many “vested 
interests.” A strong support is thus often given to 
Protection, from a consideration of the loss and 
hardship wliicli v'-oiild be iiiilicted by its abolition. 
This inhiience is stronger in proportion to the sm.alh 
ness of the community. Kind-hearted and im- 
petuous persons are easily moved to sympathetic 
support by a stirring picture of the miseries which 
would follow an “ extermination of the now pro- 
tected trade — the ruined capitalists with useless 
plants, the thousands of labourers “ robbed of their 
livelihood.” But such good people do not stop to 
reflect that this misery will only be made greater 
and more extended the longer the system is con- 
tinued, and that when the final crash does come, 
as it inevitably will, the blame must be laid upon 
the policy \rhich made such ruin necessary, and 
jiot upon that which sought to limit its effects. , 
Moreover, all such appeals to sympathies show 
ignorance of the fact that, in actual practice, dis- 
placements of capital and labour take place always 
very gradually. 

It is just conceivable that there might be cases 
where a return to a system of freedom would involve 
the sudden stoppage of large works. There might 
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be industries so entirely dependent upon state aid 
that a removal of the subsidy would mean imme- 
diate ruin. But, in such a case, the second inter- 
ference with trade, necessitated to remedy the first, 
would be made as slight as possible, by taking off 
the import duties gradually, and after ample notice. 

But the strongest argument against Protection is 
one which should commend itself to supporters of 
that policy as being purely moral : Protection inter- 
feres unduly with the freedom. of the individual 

If it is once admitted that one section of the 
community has a right to be protected’^ at the 
expense of another, a systerd is initiated which can 
only end in the destruction of national life. To say 
that a Government has the right and the ability 
to change the natural conditions of trade, and tQ 
forbid its people buying and selling where they 
will, is the first step towards raising up a despot- 
ism which shall claim to regulate every individual 
action. The vigour of a people is sapped when 
they become accustomed to apply to the Govern- 
ment in every difiS.culty. Private energy puts out 
no power when it is without assurance that it will 
be allowed to reap success. Enterprises cease when 
a vote of tlie Assembly may at any moment bring 
them to a summary conclusion. And not only does 
Protection result in a weakening of material pros- 
perity through the destruction of commercial coilfi- 

■ . E 
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deuce, but it taints political morality iv-itli tbe 
poison of corruption. It opens up a boundless 
field for jobbery, by giving to the few tlie privilege 
of robbing tbe majority : it widens tlie breaclies 
between class and class, by introducing systematic 
spoliation: it undermines tlie public honesty, by 
encouraging fraudulent returns in order to evade 
injustice. 

§ 7. But common fairness demands that it should 
be clearly recognised that new-world politicians 
fully admit the injustice and the impolicy of such 
a system of conferring favours upon special trades. 
Their error lies in not perceiving that their own 
system only differs from that which they so boast- 
fully despise in being more unjust and more im- 
politic. It does not so plainly benefit any indivi- 
duals, while it directly damages many, and indirectly 
injures all. But the complications consequent upon 
the thoroughness with which their policy is carried 
out prevent modern Protectionists from always 
recognising the truths which they profess. It 
becomes more difficult to trace the effect of a 
restriction when every loss seems compensated for 
by a more than corresponding gain. We can well 
imagine a Protectionist getting lost in the following 
bewilderment: — 

We have protected the native industry of iron ; 
but, by so doing, we have inflicted a hardship on 
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all those who have to exchange their services for 
iron, such as machinists, boiler-makers, &c., &c. As 
we have therefore made iron scarce and dear, let ns 
go further, and forbid the importation of any sub- 
stance made of iron. By this means the makers of 
ironware of all sorts will be able to recoup them- 
selves, by the price they can exact for theii* now 
artificially valuable articles.” 

But here a nevv injustice arises. The consumers 
of iron goods of all sorts— the manufacturers and 
householders, who need boilers, fenders, pots, pans, 
and ironware of every kind — are they to go without 
protection ? They are hindered in their laudable 
desire to foster native industry by the high prices 
they have to pay for tluir requisites of production. 
They accordingly obtain a tax enhancing the price 
of the articles which they exchange for manufac- 
tured ironware ; and directly this complicated busi- 
ness is completed, up . crops another lot of patriotic 
natives, eager to have their industry fostered, even 
as the iron. Whereupon another arrangement en- 
sues similar to that described above, and so on cul 
infinitum. It is no wonder that the purblind poli- 
tician, in a despair of puzzle-headedness, cries out 
with iron producers, iron labourers, , and all the 
deluding and deluded crowd, “ Protect not only iron, 
but coal, cotton, steel, corn, meat, tobacco, clothing, 
china, protect everybody and everything/— that 
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every one may have the pleasure of robbing liis 
neighbour to distribute to the poor : that the laying 
goose may be destroyed, and one golden egg divided. 

Thus,, as the avowed object of Protection is to 
make every article which is or can be produced in 
the country dearer by excluding competition, general 
Protection all round would, if f'olly carried out, 
merely result in a general rise of nominal j)rices, 
leaving things exactly as they were. 

But such a policy is open to the main objection 
of com]3lete impracticability, and to the minor diffi- 
culty of having never been tried. To carry , out 
the system thoroughly, a tax should be placed upon 
the importation of money ; otherwise, with all else 
made scarce, dealers in coin are placed at an unfair 
disadvantage. But it is not likely that a tax on 
money would ever recommend, itself to a Pro- 
tectionist; for if money is allowed to be plentiful, 
prices will be raised again all round ; profits will 
thus be higher, and the national wealth gloriously 
increased ! 

But the fatal objection to any attempt at general 
Protection is, that the large majority of the com- 
munity can never be protected. A large portion of 
a nation must he consumers rather than producers ; 
and on , such people Protection weighs with all its 
disadvantages, without being able to confer upon 
them even an imaginary benefit. All those who 
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are engaged in rendering services to make life and 
property secure — siicli as judges, soldiers, police, and 
civil servants in all tlieir infinite variety — cannot 
Ml; to suffer, unless with every rise in prices their 
fixed salaries are also raised. Another class wMch 
can receive no benefit is that which is engaged 
in what Mill calls, in the widest sense of the 
term, ^funproductive labour, whose duties might 
be better defined by borrowing from Bastiat — 
/‘^services immat&iels/' This class comprises 
domestic servants, barristers, solicitors, clergy, 
schoolmasters, authors, artists, and all kinds of 
‘‘ professionar^ men. Neither does the class of 
retail dealers receive from the system anything but 
injury. If we use ‘‘retail dealers,'' in its widest 
sense, to mean all who are concerned merely with 
the diBtnbutioTi of wealth, this class will comprise 
bankers, brokers, merchants (both wholesale 'and 
retail), insurance agents, traffic managers, &c., &c. 
There is yet a fourth class to whom Protection 
brings more hardship than aid, composed of all 
wdiose products are immediately consumed uj>on the 
spot, such as caterers, masons, carpenters, black- 
smiths, gardeners, &c., &c. In short, one may say 
that all those whose services or trades are such 
that they can never fear the competition of the 
foreigner are directly injured by a system of Pro- 
tection. 
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The loss thus inllicted very soon recoils upon, 
producers. Increased prices result either in a less 
consumption or in a diminished power of saving; 
and as a great part of the industrial enterprises of 
a country are carried on by the use of the small 
savings of consumers, when producers lose the assist- 
ance of that capital, industry must languish. 

Thus Protection, in any form, must be ineffectual 
to do good, inasmuch as by no possibility can it in- 
crease the amount of disposable capital within the 
country. If new industries are started, the needful 
capital, not having been created by the tariff vote, 
must have been diverted from some other enter- 
prise. 

In America and Australia immigration has to 
a great extent neutralised the evils of Protec- 
tion. European labour diminishes the hardship 
caused by the loss of European commodities ; 
while the lessening of national wealth resulting 
from the j)rohibitive system is to some extent 
compensated for by the annual influx of 150,000 
immigrants, whose individual capacity, on the usual 
economical average, may he taken to represent 
^150 capital. 
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CHAPTES III. 

SPECIAL EXAMPLES — -SHOWING THAT GENERxlL 
rPOI'EGTION CAUSES A LEGLIKE IK WAGES. 

Victoria — Wages. 

I I. If any evidence were needed to prove that 
a decrease in the wealth of a nation cannot give the 
majority of individuals, whose means compose that 
aggregate, a larger power of procuring gratifications 
for themselves, such evidence will . he found in the ' 
economic histories of Victoria and America. 

Protection has not been tried long enough in 
Victoria to result in great misery to the protected 
classes, partly because the accumulated stores of 
jiast years of prosperity are not yet exhausted ; 
partly because it has been found impossible to cany 
out Protection thoroughly. 

Of the 2246 factories given in the Year Book 
for 1876, as the total number existing in Victoria, 
1183, or more than one- half the whole number, 
existed in spite of the tariff, and even succeeded in 
making considerable exportations. 5 1 8 of the rest, 
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though nominally protected, really lost directly by 
the tariff 'more than they gained. Only 366 out of 
the whole number were able to draw a certain 
amount of profit from the system. The remainder 
included industries which were but very slightly 
affected by the tariff. 

While natural industry can be worked with such 
advantage; the bribe of a protective tax is not suffi- 
cient to attract capital to undertake enterprises for 
which the country is not suited. But if from any 
cause general trade were to become bad, there is fear 
.that capital would be attracted to the artificial indus- 
tries, and that so the crash would be precipitated. 

But even as things are — ^in spite of the cheap 
land, in spite of the gold trade, in spite of the old 
2)rosperity — ^Victoria is declining. ITot only does 
her revenue show small increase in comparison with 
that of neighbouring colonies,^ but the statistics of 
her general trade exhibit a material lessening of 
commercial vigour. Since America offers a better 
field for a full examination of a protective policy, it 
will not be necessary here to prove each of these 
statements detail by detail. But as Victoria is at 
present in the transition state between prosperity 
and disaster, it wRl be interesting to see what is 


^ For ^'selling of land ” mil not account for tlie lead wliicli l!^ew 
South Wales is wresting from. Victoria. 
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the conditioa of producers while the mass of the 
consumers is hecoming poorer. Materials for such 
examination are afforded by the tables published 
from time to time in the Colonies and India/^ 
giving the rate of wages current in the several dis- 
tricts of Australia. It will be enough to say, by 
way of preface, that, before the introduction of Pro- 
tection, Victorian trade was the largest in A.ustralia, 
while wages and profits were proportionately high. 

The table compiled in November 1877 gives 
opportunity of comparing the wages paid respec- 
tively in hTew South Wales and Victoria to 40 
different kinds of labourers. Of these 1 9 have the 
advantage of Protection, and 21 are left to rely 
upon themselves. 

Of the 2 1 free industries, in only one, in that of 
the blacksmiths, are wages higher in Victoria than 
in New South Wales, — a striking proof that, even if 
Protection does for a time enable some manufacturers 
to pay more to their workmen out of their legalised 
spoil, those whom they rob are driven to pay less 
to others. 

Of the 19 protected industries the two most im- 
portant — the shoe and the hat— pay in Victoria by 
the piece. But out of the 1 7 others, which we are able 
to compare with the corresponding trades across the 
Murray, one, that of the saddlers, pays a higher r?ite 
of wages in the Free Trade country, while the other 
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1 8 are about lo per cent. Mgber in l/'ictoria. But 
when it is remembered that supplies of all kinds are 
from IS to 20 per cent, dearer in Tiotoria than 
they are in hTew South Wales, it will be seen that 
the “ protected ” labourer is not after all most safe 
from the inconvenience of an empty purse. 

But the figures already given do not set opt, in 
all their completeness, the advantages possessed by 
hfew South Wales. 

, The artificial encouragement to manufacturers has 
attracted labourers from agricultural pursuits. No 
doubt the result has been an increase in the wages 
of all those station hands who have remained ; but 
with this increase has come a lessening of the 
amount of productions, when judged with regard to 
the increasing ];)opulation. Agriculture, the true 
native industry ” of Australia, is running a risk of 
being destroyed by the greater difficulty of obtaining 
labour, owing to the increased cost of production, 
and the diminished power of saving. Luckily for 
Victoria, Protectionism soon must fail. Labourers 
will be attracted back to natural and profitable 
pursuits, and after two or three crises and some 
years of misery the laws of freedom will assert 
themselves again. 

But perhaps the clearest proof that Protection 
has caused no real increase in the remuneration of 
the labourer is given by the fact, that immigration 
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iato America and Victoria has diminished since that 
policy was carried out most stringently. Whereas, 
if wages had indeed been higher, labourers would 
have flocked from Canada and Few South Wales to 
share the advantages of their more lucky neighbours. 

America — Wages, 

I 2 . But the subjoined table will dissipate all 
doubts upon the point, and show that, in America, 
as well as in Victoi;ia, Protection does not raise the 
. wages. , 

Aveeaoe cost or Laboitb necessaey to pbobtjce one ton 

OF PiG-IEON ON FuENACE BaNE EEOM 1 850 TO 1 87 1, 
INCLUSIVE. 

{Extracted from a Compilation by WilUatn E, E. Balter^ 
Becfetcmj of the Ironmasters^ Association, FAiladelpliia.) 

JS\B. — It should be remembered that labour-saviug inven- 
tions were introduced largely into the trade* between 1856- 
1 864, so that though the cost of labour may be low, it may be 
so because the number of labourers is smaller, not because 
each labourer receives less. 


No. I. 


1850, 

I2.22 

1862, 

$i-S7. 

1851, 

I. 6 I 

1863, 

2.07 

1852, 

2.02 

1864, 

2.85 

1853, 

2.00 

1865, 

4.56 

1854, 

2.45 

1866, : 

346 

1855, 

2.85 

1867, . . 

3'99 

1856, 

2.58 

1868, 

3-86 

1857, 

2.30 

1869,, 

34^ 

1858, 

2.10 

1870, 

3-59 

1859, 

1.82 

1871, . . 

3-54 

i860, 

1.87 

1872, . 

4.60 

i86i, 

1.97 ' 

1873. • 

4.70I 


^ And declining rapidly, , 
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The average rate of wage for furnace-men per diem in 
January 1873 I1.90 to $2.75, according to skill, and in 

December of same year $1.75 to $2.25, In 1874 wages 
everywhere declined 15 to 20 per cent. 

The rise of wages -which took place shortly after 
the introduction of Protection cannot be set to the 
credit of that system. The following table will 
show that upon the conclusion of the war the 
amount of capital attracted into the industry was 
far in excess of the actuaT supply of labour; so 
that though the labourers in the iron trade received 
a higher money payment, it was at the expense of 
the rest of the community. It may be remarked, 
moreover, that, owing to the increased cost of pro- 
duction since the war, the purchasing power of 
money is considerably lessened : — 


'No. II. 


Number of Men em- 
ployed in Pig-iron 
Industry! 

AraoTint of Money 
XJiiiii in Wages in 
Pig-iron Trade. 

Amount of Capital 
embarked in the 
Pig-irou Trade. 

1850 

20 , 44 ^ 


... 

1850 

$3:7,34^,425 

i860 

15,927 

i860 

S 4 , 545, 430 

i860 

24,672,824 

1870 

27,554 

1870 

12,475,230 

1870 

56,145,326 


A comparison with the tables on pp. 82, 83, will 
show that vxf.'jes hi no icay defend 'u.^on the duty. 

At times a reduction of duty has been followed 
by an increase of wages, while at others the same 
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proceeding has caused the opposite result. Or 
again, the duty has been raised and wages have 
gone up. For wages are determined entirely by 
the market rate, and though the effect of duties on 
this rate is certainly considerable, it is indirect and 
of slow operation.^ 

The manner in which the influences of these 
duties is actually felt will be shown by a study of 
Table IL The imposition of taxes upon imports 
attracted into the industry an undue amount of 
capital The labourers did not at first increase in 
similar proportion ; consequently wages rose so long 
as the industry returned good interest. But directly' 
excessive competition has so forced down 
that the manufacture of pig-iron became no longer 
profitable, wages sunk even below the normal 
rate, because, in i)kin language, the trade had col- 
lapsed.^ 

A striking illustration of this process has 
been lately pointed out to me by Pro- 
fessor Thorold Eogers, in. the growth of Trades 
Unions. These Societies have almost been created 
in America by the Morrill Tariff of iS6r. The 
reason i>s obvious. The effect of Protection being 
to confer immediate benefits upon, special interests, 


Even the low prices could not save it. In the first place, they 
were artificially produced : secondly, they came too late, and only 
when the country was impoverished. 


yS P7^otectio7i m America. 

tlie labourer sees a golden opportunity of extorting 
from tbe employer a portion of the extra xjrofit 
which the tariff allows him to exact. The tem- 
porary success of organizations for this purpose 
blinds their leaders to the fact that the power oi 
extracting such portion vanishes, so soon as oom- 
petition has begun to equalise i)rofits in the pro- 
tected trades. That Professor Eogers should have 
fcvHold the growth of Trades Unions as one result 
of a strictly protective tariff is no small evidence 
of the practical '' value of economical deductions. 

As the iron industry of America used always to 
be quoted by Protectionists as the typical instance 
of their system, there can be few simpler ways of 
setting out the truth than by examination of this 
bundle of most cherished fallacies. 
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GHAPTEE IV. 

GENERAL TYPICAL EXAMPLE-, EXHIBITING ANB’ REFUTING 
ALL ^lODERN PKOTEGTIONIST FALLACIES. 

The mstonj of the Iron Trade in America, 

§ I. PnoTECTiONiSTS RIG never tired of repeating 
tliat an “ounce of experience is- worth a ton of 
theory.’" If this maxim were introduced into a,(.;tion 
as well as into declamation, tliere would he no need 
to fear the continuance of Protectionist delusions. 

No more convincing proof can be found of the 
injury which is inflicted by restrictions than their 
effect upon the protected industries of America and 
Victoria. There, if anywhere, the seed of Protection 
should have proved most productive of good fruit. 
Nowhere else were circumstances apparently so 
favourable; nowhere has a trial of the policy been 
made with better opportunities of observing its 
efiects* If there is one industry in the world to 
which Protectionists might point as the result of 
their system, it is the iron trade of America; and, 
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indeed, in spite of the fact that that induvstry is at 
present bankrupt. Protectionists have always in the 
past proclaimed the beneiits it has conferred upon 
the country, and even now are clamouring that it 
might be raised from its present tottering position 
by doubling the burdens which it has to bear. 

A full examination, therefore, of the past, present, 
and future of the iron industry of America, will 
throw great light upon the question of Protection 
as it affects young countries. 

Without going so far back as the year 1646 
to record the first castings in New England, or 
tracing the manufacture of iron in detail up to the 
War of Independence, it will be enough to say that, 
so excellent was the workmanship of the American 
productions, that in 1750 England absolutely pro- 
hibited the setting up of any new iron works, or 
the exportation of any manufactured articles, for 
fear lest American competition should ruin the 
British master. However, pig and bar' iron con- 
tinued to be imported into England from America, 
and the iron industry still flourished, as it had 
begun, without the assistance of Protection. 

By 1791 American superiority in all kinds of 
implements began to be universally allowed, so that 
Secretary Hamilton speaks with pardonable pride 
of the numerous iron and steel works which were 
being established in the country — of the excellence 
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of their goods, and of the profit thej returned. 
English manufacturers hegan to ask/or '' Protection ’’ 
against the rival which was so soon to ruin itself 
bv protecting against them ; for one of the most 
ludicrous results of a Protection policy is the fear 
and suspicion it inspires in the minds of all. Every- 
body thinks he ought to he xuotected against the 
very man who is clarnouiing for defence against the 
invasion of his tiriiorous rival 

But now it may be well to take up the story in 
the very words of the protected manufacturers, sub- 
joining a table of statistics (p. 82, 83) to illustrate 
remarks, and interspersing some criticisms on the 
Protectionist fallacies in the body of the quotation. 

The extract is taken from a Eeport of the Ameri- 
can Pig-Iron Manufacturers’ Association, written in 
1878:— 

'' Wlien we consider that little over half a cen- 
tury [in actual count sixty-two years to date] has 
passed away since iron has been made in any 
quantity in the United States, the figures are suffi- 
cient to induce the inquiry, To what amount would 
our production have been extended had a wise 
tariff policy been pursued throughout; that time ? 
But, as it is, the figures speak for themselves. 

In 1810 the total value of pig-iron and castings 
was $3,616,457, and of wrought iron $10,998,086. 
Ten years later this value was reduced to $2,2 30,2 7 5 
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for pig iron, and $4,640,669 for wrougiit iron, 
under a Free Trade epidemic/' 

[The table will show what are the facts. The 
war of ,1812 almost ruined the trade, by stopping 
all importations. These revived again in 1815, and 
continued fairly large for three years. Then came 
bad harvests in England, with commercial crises 
everywhere. A protective duty of 10 per cent, 
was put on foreign iron. One eflect was to dimmish 
the demand for iron, and cooiseg^uently to lessen the 
production of American iron. How little this de- 
cline was owing to the over-competition of England 
mixy be seen iroin the fact that foreign importations 
declined almost equally with the home productions. 
Thus, if there is any truth in Protectionist theory, 
the production of American iron ought to have 
increased very rapidly between 1815 and 1820.] 

§ 2. In 1820 to 1830 the amount of iron con- 
sumed in America increased but slowly, in spite of 
an increase in the “ imotecting " duty 1 As the 
report says — 

“In 1830 the value of the manufactures of 
pig-iron were $4,757,403. and of wrought iron 
116,737,251.” 

[JSTo-w, one sees why the report was so anxious 
to put the date of the foundation of the iron in- 
dustry in 1810. The increase in the home pro- 
duction of the twenty years from 1791-1810 was 
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over 2000 per cent; the increase in the same 
imder a protective regime, for the twenty years 
ending 1830, was 33 per cent! Or, in other 
words, production had utterly failed even to keep 
pace with the advance of j)opulation. What more 
convincing proof can be obtained of the futility of 
such a policy ?] 

In 1833 a sliding scale of duty was intro- 
duced to the advantfige of the country. By 1840 
the production of iron at home had alnujst doubled, 
or, in the words of the report — 

“The year 1840 showed a very decided im- 
provement ill the industry, even with the unwise 
policy pursued by Congress.'' 

[But yet this improvement was not due, as might 
have been expected, to the absence of foreign com- 
petition. Far from it. Through all those seven 
years’ importations of foreign iron had been imreadng. 
In 1 840 the amount imported was nearly five times 
as great as that imported in 1830. In reality it 
was this very increase in the consumable iron within 
the country which enabled the home industry to 
show this gratifying improvement.] 

Now we come to one of the strangest passages 
in the report — 

“ In 1841 nearly all the works were closed, and 
300,000 people thrown out of employment." 

[It is difficult at first sight to discover a reason 
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for tliis. Statistics forbid it being traced to any- 
tliiiig comiected witli tbe iron trade. Tliey sliow 
that in 1841 the importation of pig-iron more than 
doubled, so that the 300,000 people out of work 
could not have been in that condition in conse- 
quence of the absence of materials upon which to 
exercise their skill. Moreover, another part of the 
report shows that in 1840 the number of furnaces 
was only 804; so that these 300,000 men could 
hardly have been employed upon the production of 
pig-iron. 

If the fact was as the report states — and the 
prosperity of the foreign trade, as well as that of 
the home trade, in the next year would lead us to 
doubt it — it was brought about by some general 
cause affecting other industries besides the iron.] 

In 1842 the tariff was again almost doubled, — a 
measure which struck a great blow at foreign trade. 

[The result of tliis action affords a most in- 
structive illustration of the truth of the deductions 
of political economy. In one year the imports of 
pig-iron fell away by five-sixths; the imports of 
bar-iron diminished by three-quarters ; the im- 
ports of railway-iron were lessened by two-thirds. 
“ So much the better for the home industry,” may 
be, and indeed is said, in the following’ words of 
the report: — ] 

The tariff of 1842 revived this fluctuating in- 
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(lustry once more, and in 1844 and 1845 tlie 
railway fever created a great demand, and stimulated 
production until 1 846 ‘paralysed the industry/' 

[Put 1872 and 1875 instead of 1844 and 1845, 
and substitute 1876 for ‘1846, and there is a per- 
fect history of the iron industry in America during 
the last few years. 

1846 paralysed the industry!'' The nedmU of 
tliis admission can hardly be- exceeded. The un- 
luclcy point in Protection is that, under its regime, 
years have a knack of turning up to ''' paralyse the 
industry." But the causes of the paralysis in 1 846 
and 1876 are similar and plain. Foreign iron was 
excluded just at the time when it was needed most. 
The years 1843-45 were marked by an enormous 
demand for iron, owing to the extension of the rail- 
way system. Though American production was 
stimulated to an extraordinary degree, it was not 
sufficient to meet the demand. The foreign impor- 
tations, for the exclusion of which the tariff had 
been framed, increased in one year fourfold, and in 
the next by nine times. Thus the only result of 
the tariff was to impoverish consumers by the high 
price of hon, and then to ruin the producer by 
excessive competition; while, as regards importa- 
tions, the tax, by increasing the price, attracted 
larger quantities of English iron. Whereas, had 
trade been free, the price of iron would have been 
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so low tliat foreign iron would liave been driven 
from tlie home market as native production rapidly 
and naturally developedd] 

How different was the actual state of tilings ! 

The tax on importations was, of course/ added to 
the price of the home produce; for it would he too 
much to suppose that home manufacturers would 
not raise their prices at all events to the lowest rate 
at which foreigners could sell. A rise of price in 
an article is never confined to one portion of that 
article. 

Still; railways had to he huilt, and promised mar- 
vellous profits, which, one may remark, might have 
been realised had not the cost of making been so 
great. But with comparative scarcity of iron came 
scarcity of machines, scarcity of agricultura]. imple- 
ments, scarcity of household requisites. The result 
of this famine was twofold : and one effect was not, 
as Protectionist teaching would have led us to ex- 
pect, that all the community was wealthier thereby. 
Famines or scarcities, even when artificially pro- 
duced, do not tend to make all more comfortable by 
giving more with which to purchase satisfactions. 
Otherwise it might be desirable to sink all our 
wealth at the bottom of the sea, to '' foster the native 

^ Tliese last few years have been dwelt upon somewhat at length, 
because exactly the same occurrences have happened again quite 
recently. 
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indnstry '' of sliiplmildirig, and to offer to American 
labour the American market of fishing for the 
treasure ! ' 

But to resume, — the results of this scarcity were of 
a double character, according as they are viewed in 
reference to the railway makers or the body of con- 
sumers. The railroads found it necessary to charge 
high freights ; the agriculturist, whose produce was 
to be carried to tlie inaiTret, found this high carriage, 
when added to the iruatuised cost of all his necessary 
implements, left a margin of profit too small to 
compensate for his trouble and his risk. Baulked 
thus of his expected profits upon freight, the railway 
director found it necessary to seek for fresh loans to 
keep the road going, until it should become remu- 
nerative. But money had now become scarce. The 
enhanced cost of living, caused by the scarcity of 
one of the main requisites of life, consumed the 
greater part of the small incomes of the majorityj 
The little savings, which used to form the basis of 
the lending capacity of the country, had disa23- 
peared. Deprived of their usual supplies from this 
source, the banks found it necessary to call in the 
loans already made,^ — so far were they from being 
able to advance fresh moneys. In short, a crisis had 
arrived. Eailway companies were bankrupt. Thou- 
sands of families were ruined. But the producers 
of iron were involved in the.crash of the consumers; 
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for not only had the demand for iron diminished, 
but the supply had enormously increased. The 
high profits prevalent during the years 1844—45 
had not only bribed producers to exert their utmost 
efforts, but had attracted into the industry an undue 
amount of competition. Conseq[uently the price of 
iron fell with startling rapidity. Competition low- 
ered it naturaHy, while sales of bankrupt stock 
forced it ever do-wnward. 

I 3. It will be interesting now to examine the 
remarks of the Protectionists on the state of things 
described above. , 

The report continues •— 

In 1847 the anthracite product of Peimsyl- 
vania had reached 389,350 tons, while the rail- 
mills of the State produced 40,996 tons of rails. 

. . . This product was reduced one-half, however, 
within two years, owing to the tariff of 1846. 

“In 1848 the industry was again prostrated by 
a compromise tariff, looked upon as the abandon- 
ment of a protective policy, and the production of 
pig-iron fell off to 230,000 tons;’' 

[It will be only fair to congratulate the iron in- 
dustry of America on being able to recover from a 
“complete paralysis" in 1846, to the extent of 
being able to produce in 1847 nearly 400,000 tons 
of pig-iron only! One may bo pardoned, however, 
if one fails to .understand what was the extent of 
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this ''paralysis’*' in 1846, when a production of 

230.000 tons in 1848, or considerably more than 
one-lialf of the amount produced in 1845, during 
the height of the railway fever, is looked upon as 
considerably falling off from 1846! And won- 
der is still more increased when one sees that the 
prices of iron were not high enough to give any arti- 
ficial stimulus to production, and that the impor- 
tation of foreign iron had increased 400 jeer cent. 
Strange that such an " invasion ” did not swamp the 
native industry ! Still stranger is it to find that 
native industry springing forward, as if it were draw- 
ing renewed vigour from the feeding of the foreigner. 
Yet that such was the case, let Protectionists 
themselves declare.] 

'' The total amount of pig-iron consumed in the 
United States (in 1850) was 4,042,929 tons. 

"In the next year, 1851, we produced only 

413.000 tons of iron, and imported 464,559 tons.^ 

" In 1852 the production of pig reached 540,75 5 

tons, and importations 501,158.^ 

"In 1853 the production was estimated at 

805.000 tons. 

"In 1854 the product of pig-iron was returned 
at 424,234 tons. ' 

^ ^ A reference to tiie tables on p. 83 will show that these imports 
are put at a somewhat high figure. 
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'‘In 1855 at 439>iS6 tons, and in 1856 at 
626,500 tons” 

[These statements have been put out at length, 
because it is necessary to observe how a skilful 
juggling of figures makes it appear as if the low 
prices of iron in 1850, owing to the reduction of 
tariff in 1846, had diminished the home produce of 
iron. This effect is brought about by comparing the 
productions of ^igAron only with the miyortaflons of 
iron of all sorts , — a proceeding on the honesty of 
which no coninient need be made ! For purposes of 
reference a full proof of tins statement is appended 
in the siil» joined taldes of >sta(/istics.^ Tlie figures 
relating to the American products can 1)0, as a whole, 
verified by reference to other sources ; but I have not 
been able to alight upon a confirmation of the higli 
figure at which the production in 1853 is placed.] 

Meanwhile, the wrought-iron industry was pro- 
gressing with equal rapidity, as may be seen by 
reference to the tables at pp. 82, 83. 

“ In 1 8 5 5,” says the report, “ the consumption of 
iron in the United States was 1,3 10,000 tons, being 
an increase of 200 per cent, in ten years.” 

[The full significance of these facts will be felt 
wdicn it is remembered that English iron, with^ 
out proteMive duties, could not be sold in any part of 
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Aiiie7“icn, 1.1.1}/ than the price of the iron produced 
in the country ; for pig-iron has never sold below 
fio per ton in England. Add to this the cost of 
transportation, with insurance, interest, commissions, 
and brokerage, about 50 cents more at the least, and 
the lowest price at which the imported iron could 
have been delivered in America was I16.50 in gold. 
But in 1854 producing pig-iron in Ame- 

rica "was not over $i S, anthracite ‘coal being $2 a 
ton. And even charcoal-iron, According to a state- 
ment made by the manufacturers themselves, then 
cost at Constantia, New York, only I16.25 per ton, 
the items Ijeing — 


1 50 bushels cha,rcoal at 5 cents, , $7.50 

2 tons of ore at $1.70, . . 3.50 

Mux, . ' '0.25 

Labour, . . . , 2.00 

Interest and repairs, ... 3.00 


■ $16.25 

Eiirther, to get the imported iron to Constantia 
cost 1 2 per ton in freight, so that Constantia iron 
was really $2.25 cheaper than that imported. The 
fact of the dear English iron being bouglit at all 
proves clearly enough, that either there was not 
sufficient capital or laboxir in America to supply the 
home demand for iron,, or that the demand was not 
strong enough to compensate for the expenses of 
pioduction.] 
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The years 1856-1861 recjixire no special corii- 
ment. The iron industry steadily expanded under 
the influeiice of less restricted importations. The 
trade rapidly recovered from a commercial panic in 
1854, so that in five years the production of pig- 
iron' increased 100 per cent. Importations still 
continued large, though the lessening of the dxities 
diminished their amount. 

[To Protectionists this will seem a paradox ; for 
the lowering of the duties ought to have flooded 
the country with the produce of Europe’s '' pauper 
labour/’ choking the native industries, bringing ruin 
to the manufacturer, starvation to the workmen. 
Yet in actual fact this foreign invasion resxilted in 
increased prosperity to all 1 Iron was made cheaper ; 
it was thus brought within the reach of a larger 
number. The manufactures and industries, which 
had been before retarded by the impossibilities of 
securing a profit on the enormous outlay, necessi- 
tated by the high price of iron — that main requisite 
of all material advancement — now used their oppor- 
tunities. The wonderful natural resources of the 
country were no longer made useless by an artificial 
tax upon their development. The furnaces and 
works, which were already started, were enabled to 
exert their utmost powers. They were now free 
from excessive competition, secured from fear of 
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sudden fluctuations, and certain of a demand for an 
article, tlie use of winch is the strongest sign of 
material prosperity.] 

I 4. The war destroyed all this prospect of suc- 
cess. K'ot only did it bring trade to a standstill, 
but it weighted the country with a legacy of debts. 
At once to pay off these, and gratify Protectionists, 
a heavy tariff was again imposed. The uncertainty 
caused by the war had reduced importations, in the 
case of pig by four-flfths, in the case of rails by 
eiglit-nintlis. The effect of the tax was to delay the 
rally, which would naturally have followed tiie re- 
turn of peace. The restoration of peace, and the 
cessation of the usual foreign supplies, combined 
with still more powerful causes to prevent imme- 
\liate suffering from the tariff and to stimulate the 
activity of home producers. 

The war had engendered a spirit of ’reckless 
speculation, No trade seemed to offer so speedy or 
kSO assured a prospect of immediate fortunes as the 
iron. In one year the price of that article had been 
doubled, and there seemed no prospect of iron sink- 
ing to its former value. Yet railways had to be 
extended everywhere, while the iron which could have 
made these cheaply was excluded by a crushing 
tariff ; for directly the foreign trade again showed 
signs of life the impost was increased by one-third, 
causing importations to diminish by oile-half. Such 
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a slirinidng in tlio imports resulted in great injury 
to those branches of trade for whose productions 
the importations were exchanged. This lessening of 
the prodiictive power of the countrjr, by narrowing 
its market, recoiled directly upon the consumers, and 
made fewer able to afford the use of iron. . But iron 
was soon again reduced to a price at which it found 
consunioi‘3 ; for the gambling fever of the war doubled 
the number engaged in the production of pig. Since 
tlie Legislature had undertaken to coddle a certain 
industry by empo'wering those who embarked in it 
to levy a surtax upon consumers over and above the 
ordinary profits of the manufacturer, there was a 
rush of persons eager to participate in the legalised 
plunder. Such an excess of competition brought; 
down prices rapidly. But as the demand for rail- * 
Avay iron increased year by year producers were still 
able, even at the diminished rates, to secure hand- 
some profits. Still the crash hung imminent, yet 
never came. Three causes delayed it until the 
year 1,877, 

The hollow system of financiering made the 
wealth of the country seem larger than it really was. 
The diminution in tlie supply of labour caused by the 
war altered for a time the relation between the wages 
fund and wage receivers. Bates of reward, or wages, 
naturally rose, but the fictitious currency caused 
that rise to seem much greater than in reality it 
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was. Tlie people were contented so long aa they 
remained deceived. Whilst all helieved that the 
Bionejr-tokens they possessed were really exchange- 
able for the wealth they professed to represent, pur- 
chases could be effected as freely as before ; and 
even more freely, because Protection, by limiting 
the transactions with foreigners, lessened the neces- 
sity for a return to specie payments. And here one 
may remark that there is one case in which Protec- 
tion may be extremely advantageous even to an old 
community. When it has been decided to cheat 
the country by issuing fictitious money. Protection 
of the strictest kind may be useful in order to con- 
tinue the delusion. 

In America belief in the fallacy was further 
'propped up by other more legitimate causes. The 
marvellous extension of the home railway-vsysteiii 
has been already mentioned ; but the inflation of 
industry of all kinds at the conclusion of the 
.Praneo-Prussian war was equally effective ; and it 
was peculiarly so, in that it occurred just when 
means had been discovered of applying iron to 
many uses hitherto unknown. 

The transfer of coin from Prance to Germany 
filled to overflowing the treasury of the victor. 
Eelieved of the incubus of the war, manufacturers 
hastened to renew their stocks ; but the absorption 
of German labour by the war made it necessary to 
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look abroad for suck replenisbments. And not only 
was tbero an urf}/uhcdiaiG necessity for supplying tbe 
old brandies of industry, but tbe surplus capital 
sought an outlet in developing tbe new uses to 
wliicb iron could be applied. When tbe existing 
supplies of Great Britain were drained, resort was 
bad to America, causing tbe activity of tbe iron 
industry to be convulsively renewed; but before 
two years tbe force of tbe wave was spent. The 
spasmodic revival bad merely delayed the crisis for 
a tv/elvemontli ; for tbe strongest proof that this 
suddenly increased demand really only sufficed to 
keep the industry alive is afforded l.)y the fact, that, 
in spite of the triuinplmut assertions of the New 
York Chamber of Commerce as to tlio iron trade of 
1872, '' having proved itself successful almost be- 
yond precedent,” the actual production of all sorts of 
iron in tbe United .States was, in 1872, 'less than 
the production of the pre\dous year, and very little 
more than that of 1870, — -years in which the mar- 
ket had not been abnormally excited. Had the 
home power of consumption continued the same, the 
enormous increase in the foreign demand must have 
caused a corresponding increase of production. The 
reason wdiy no such increase was apparent was, that 
few home industries returned a profit, because con- 
sumers were impoverished. 

This was owing to two causes: tbe cost of 
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production ]l^ld i)6Gn urtificisJly snliuiicGd by taxes, 
§nd competition bad become so excessive that tbe 
production of iron was conducted at a loss. 

These causes are so important that it will he well 
to dwell upon them for a moment. By quoting, as 
far as possible, the reports of . manufacturers we may 
convict' the Protectionists out of their own mouths 
of the impossibility of their policy to result in any- 
thing but ruin. Should any one think that too 
much space is being given to an examination of this 
single instance, it should be remembered that Ame- 
rica is now the hot-bed of Protectionism, and that 
her iron industry has always been pointed at by 
Protectionists as the conspicuous example of their 
policy’s success. Indeed, if such policy could ever 
be successful, it shoidd have won a most gigantic 
triumph in the iron trade of America. Everything 
was in its favour,— cheap land, , good macMnery, 
boundless natural resources. hTo wonder that Pro- 
tectionists have avowed their w'iPingness to stand or 
fail by this experiment ! For it was the supposed 
success of the iron trade of America which prompted 
Victoria to introduce a similar policy, in the hopes — 
which are being only too rapidly fulfilled — of aeliicv- 
ing similar results. 

It becomes, therefore, all important to set out 
clearly what have been the causes of apparent suc- 
cesses ; and to show that Protection has only been 
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effectual in limiting temporary activity and bringing 
final disaster. 

For tlie only weapon available against tlie modern 
Protectionist is/acif. He is ready to admit any quan- 
tity of tlieory, but always maintains tliat/ tliongb 
the idea may be on paper “ absolutely true, in 
practice the road to prosperity lies in the assump- 
tion of its actual falseness. 

I 5. It will be convenient to consider, first, the 
increased cost of producing. The materials for esti- 
mating this, during the past twenty years, are 
ailorded in full by the report of Mr. Baker, which 
has already used to show the variation in the 
rates of wages. 

Without going into all the details, the subjoined 
figures will be sufficient to indicate the main con- ‘ 
elusion. 


Pig-iron at the furnace bank cost to produce per 
ton on an average — 


In 1851, 

$13-30 

In 1865, 

$ 32.21 

1853, 

14,88 

1866, 

27.88 

1855, 

18.87 

1869, 

26.83 

, 1859, 

16.14 

1870, 

30-04 

i86r, 

16.61 

1871, 

29.65 

1862, 

16. 1 1 

1872, 

3^.05 

1863, 

16.53 

1873, Jan., 

'' , 34 - 19 

1864, 

20,97 

1873, Deo., 

' ' 28.97' 

A reference to the table of -wages on page 76 -will 

show that the 

enhanced 

cost of, production cannot 


be accounted for by supposing an increase* in the 
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cost of labour ; and an examination of tKe items 
would prove, wliat miglit liave been easily guessed, 
that an increase in tlie price of materials is really 
the cause of this enormous rise, 

Witliout going into details, it will be enougli to 
mention that, in 185;^, ore -was delivered at tbe 
furnace for 20 cents tlie ton. In 1874 the average 
cost of a ton of ore was ls.40. A similar inci'easi:^ 
is seen in the price of coal. In i860 mining-coal 
sold for So cents a, ton. In 1874 vsimilar coal cost 
$4.60, The benefits of the Protective system must 
be large, indeed, to compensate for such an in- 
crease in the cost of the production of a necessary 
»so requisite as iron. But the advantage of the rise 
in prices has not been distributed throughout tlie 
coimtry. Wliat advantage there has been has been 
shared between the monopolies of iron and coal. 
“ The difference between the iirices now and the 
prices twenty years ago has gone in part to the 
owner of the coal mine, in part to the owner of the 
iron mine, in part to the owner of the railroad, in 
part to the increased cost of production caused by 
artificial burdens, and, after paying all those charges, 
there remains a profit of I14 to |i6 a ton to the 
makers of iron.'' ^ 

And to what end do the consumers or the ma- 

1 Colonel Crosvenor, Does Protection Protect ? ” 
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jority pay this bonus to a few hundred nianiifactiirers ? 
The actual result of sucjh a squandering of money is 
too well stated by Colonel Grosvenor to make it 
desirable to alter his phrases. 

Iron/’ he says, was made before the war at 
such a cost as to defy competition, not only by 
Pennsylvania, but by other states. If the cost is 
greater now, to that extent has the system of pro- 
tective duties deprived us of the industrial inde- 
pendence achieved before the war, and the plain 
remedy is to remove the artificial burdens which 
increase the cost of production. Take away the 
duty, so that owners of mines may be driven to con- 
sult their own interests, by selling a huger quantity 
of ore or coal at a smaller profit, so that the making 
of pig-iron may bo increased in those regions where 
it can be made at reasonable cost. The duty on 
,pig-iron is not merely unnecessary. It -works great 
injury to the makers of bar and wroiight-iron and 
steel; to the makers of castings, hardware, and other 
products in which competition is apprehended; to 
the manufacturers of all machines, agriculturaP im- 
i-»lemeiits, and nails; and to all blacksmiths and 
others included in the non-protected industries.” 

The following extract from a letter published by 
W. H. Powell, superintendent of ^ the Clifton Iron- 
Works, sets forth the views of the manufacturers on 
the same j)cint: — - 
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is . . . very true ... that at tlie present 
prices of pig-iron . . . the entire rplling-mill, nail- 
factory, and foundry interests of the West are com- 
pletely paralysed and rendered unremunerative. . . . 
The expectation ’that the price of domestic iron 
will in time be reduced (the tariff remaining) is not 
jusiin.ed liv finy incident in our history. . . , The 
ficLiiid cost of production has been increased in nine 
years 60 per cent. 

The country can no longer afford to garrot this 
most important branch of manufacture. In the iron 
interest alone we are strangling nine-tenths to pro- 
tect one- tenth. IlTor does that Protection accelerate 
the increase in the quantity of pig-iron produced, 
but it increases importations, increases the cost of 
production, and thus renders that industry perma- 
nently more feeble, more exposed to assault, and of 
less profit to the country. At every j)oint the sys- 
tem is wasteful. Which is the true Protection of 
American industry, to secure a profit of $17 a ton 
to the owners of a few hundred furnaces, or to secure 
prosperity to 30,000,000 of labourers ; to secure 
more work and better wages to i S,ooo blacksmiths, 
11,000 workers in sheet-iron, 16,000 makers of 
agricultural implements, 48,000 makers of macM- 
hery,' andto put 67,000 people engaged in the manu- 
facture of iron beyond the reach of foreign assault ? 

After reading this it becomes almost amusing to 
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find these “ protected pig-iron inaira..Drctiirer 3 
meeting in June 1874, and deciding in soloinn 
conclave that ^Hhere is nothing . . . to Justify the 
hope that there can be any revival of business, un- 
less Congress adopts prompt and vigorous measures 
to secure it.” Such prompt and vigorous mea- 
sures ” being soon afterwards defined to be laws 
prohibiting foreign competition, and laws co'Dipdlhig 
mmiufaetiirers of iron to remmu their Generations / 

When schemes, eqiually subversive of liberty, are 
not only proposed, but carried into practice, all the 
misery of the past five years finds ready explana- 
tion. If only the divine laws of nature were allowed 
free pla.y, a system of true liberty would diffuse 
benefits throughout the "country even more widely 
than Protection scatters imposts. 

But, as it is often asserted that Protection brings 
with it equivalent advantages, it will be desirable 
to examine still further into the condition of the 
iron trade, both as regards the capitalist and 
labourer. After reading the extract already given, 
it is not surprising to come across the following* 
doleful complaint in the Eeport of the ^'American 
Iron and Steel MannfactuxersV Association ” upon 
the trade for 1873. 

^^The causes of this decline” [in prices] ^^may 
be found, first, in the natural tendency of high prices 
to restrict consumption, and thus bring about sharper 
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competition; and second, in the forced subsidence 
at the close of 1872 of the fever for building 
western railroads. 

''The prices of iron* have still farther declined, 
reaching, in some lines of the trade, to a point far 
below the cost of production. The blow has been 
severely felt. 

"After a careful survey of the whole field, vre 
are satisfied that fully one-third of our furnaces 
were then [S*ov. 1873] out of blast, and that by 
the close of the month one-half of all the furnaces 
will be blown out. Stocks of pig-iron are accumu- 
lating in many districts, for which there is no sale 
at any price. Most of the bar and rail mills now 
running are working on short time. ... Thousands 
of iron workers at the beginning of winter are out 
of emi 3 loyment, while a large proportion^ of those 
who are yet employed have accepted a reduction of 
wages averaging 1 5 per cent. The mining of iron 
ore has sympathised wntli the prostration of the 
iron trade. 

" At the end of almost five months of panic, the 
general iron trade of the country is little nearer to 
a condition of health and prosperity than at the 
beginning, . . . 
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“ The principal cause of this continued dulness is 
the diminution of the amount of iron required by 
railways. Other, but subordinate, causes may be 
found' in the interruption caused by the panic to all 
business operations largely requiring iron, such as 
the construction of iron buildings, agrimltiiTal 
implements, sewing machines, stoves, ranges and 
heaters, mill macliinery, &c., and to the enforced 
econonmj of the people in dispensing with minor 
articles of iron liiauiif-icture which they could tem- 
porarily do without.” ^ 

Numerous testimonies could be collected to the 
same effect. From these may be selected a portion 
of an article which appeared in the “Bulletin” of 
June 1874, which may he compared with the 
manufacturers' side of the question quoted, above, 
and on page 102. 

“ Half a million of skilled and unskilled working 
men in this country are out of -employment to-day 
because there is no work* for them to do. Nearly 
200,000 of these idle working men are iron 
workers, coal and ore miners, and other mechanics 

^ This seem contradictoiy with the fiict of low prices. But 
low prices in themselves will not cause demand. Tiiey are a sign of 
good demand. TJic former high prices liad forced many to give up 
as much as possible the use of iron, and habits once established are 
not quickly changed. Moreover, the high price of living caused by 
‘M.h’otection all round” more than compensates for the artificial . 
ciieapncss of one product owing to diminished demand and in- 
creased supply. 
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and labourers whose dejpendence for daily bread is 
upon the prosperity of the iron trade/' Then 
follows a complaint against Congress for having 
done nothing to alleviate the distress ! And the 
article proceeds — 

Wages have everywhere fallen, . . . but rents 
have not fallen, and flour and meat and potatoes 
and butter are where they were. 

Congress is responsible for the panic. Congress 
made the panic, and it should see that the whole 
people, and not a part only, shall bear its burdens. 
It has for years unduly encouraged the building of 
western railroads, by giving to railroad companies 
millions of acres of public land; and the building 
of these railroads has led to the building of furnacevS 
and rolling mills, car shops and machine shops. . . 

. . . Many of these manufacturing, mechanical, and ^ 
other investments are now unprofitable, but they 
never would have been made, and the money they 
ahsorbed wozcld never have been diverted from ordinary 
business chanzicls, if the Government had wisely 
limited its land-grant system." Then the article 
goes on to urge as a remedy a still stricter pro- 
tective policy ! 

The following further extracts w’-fll show the con- 
tinuance of the misery, and bring out more clearly 
that the cause of the special depression in the iron 
industry is over-competition, generated by Protection. 
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The IsTew York “Weeldy Times ’’ of March 21, 
1877, published an inq[uiry into the cause of the pre- 
sent depression, conducted without any party bias, and 
founded upon examination of competent witnesses 
and observation in the affected districts. The most 
striking facts in this report are summarised below. 
In the LeMgh Valley alone the Commissioner found 
tliirty-one out of fifty-one furnaces out of blast. 
And this is not a temporary but a permanent pros- 
tration of an industry that is protected from 3 5 to 
128 per cent. Ho more startling proof could be 
adduced of the steady decline in the trade than that 
steel rails five years ago in this same Lehigh Valley 
cost $250 the ton, while rails of tlie same quality 
are now unsaleable at one-iiftli of that amount. 
Ho one now has money to advance to railway 
speculators. 

Again, the Weekly Times says, “ At the pre- 
sent time xng-iron is at so low a figure, that, except 
in rare cases, it cannot be made at a profit, and is 
often made at a loss ; and this in spite of the enor- 
mous reduction in the price of ore, labour, and coal. 
Heither ore, labour, nor coal will bear a further 
reduction.’^ 

xis regards the labotir question, Mr. Oliver 
Williams, the general manager of the Catasanqua 
Manufacturing Company, states that labour is as 
low now as it has been at any time before the war, 
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wMle the cost of living has ‘not fallen to anything 
like the same extent. Wages, he says, are almost 
at starvation point. 

The causes of this fearful misery are given directly 
by the paper from which we have already quoted. 

It may be incidentally remarked, that a reference 
to the tables on pp. 8 2, 8 3 , will show that the greatest 
depression in the American iron trade has occurred 
when the imports Iiad most rapidly declined. Ac- 
cording to Protectionists, the ironmasters of the 
United States ought never to have been more pros- 
perous than when tlieir fellow-countrynien were no 
longer “paying tribute ” to the foreigner, and the 
“ rapacious British merchant '' had ceased tp rob the 
American labourer of the wages that were rightly 
his. 

But the special commissioner of the “Weekly 
Times ” writes thus — 

The most important cause of the prostration is, 
that one-half of the blast-furnaces of the country 
could supply the whole present consumption of the 
country.” 

And this statement is confirmed by Mr. David 
Thomas, “ the father of the anthracite trade,” who 
speaks thus feelingly — 

“ As soon as we who have furnaces begin to make 
a little money, all our neighbours, whose furnaces 
are standing, will blow in and go a-head. And 
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wliat is going to Ijecome of tlie proiits tlien ? Iso ; 
the truth is, we have an endless number of furnaces 
that we don’t want, and until some of the owners 
•are content to go out of the business we shall see 
no marked improvement in the pig-iron trade/’ 

Strong as this is, to come from a Protectionist 
who has more experience of the iron trade probably 
than anybody else, the statement has been already 
paralleled by the reports of the manufacturers in 
1874, and may be paralleled again by similar re- 
ports in 1876 and 1877. 

The Iron and Steel Association of Pennsylvania 
write thus in answer to the Chairman of a Congres- 
sional Committee, relative to a xu’oposed lowering of 
the imj)ort duties : — 


“ Philadelphia, 23c? March 1S76. 

" Deae Sir, — Your despatch has been received. 
With one-half the furnaces and rolling mills of the 
country standing idle ; with iron of all kinds lower 
in price to-day than before the war ; with failure 
upon failure of our most experienced ironmasters 
announced in the public prints from day to day; 
with wages of ironworkers necessarily reduced so 
low that they and their can scarcely escape 

destitution and starvation, the American Iron and 
Steel Association is astonished to learn that a re- 
duction of duties on foreign iron is seriously contem- 
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plated by the Ways and Means Committee. . . . 
If your committee would visit the iron districts of 
the country, it would learn for itself that manufac- 
turers are either in the hands of the sheriff or selling 
iron below cost, and men are working for 1 1 [3s. 8d.] 
a day.” 

It would be useless to go on filling pages with 
authorities whose actual statements have never been 
denied. But an attempt has lately been made in 
America and elsewhere, to conceal the truth by ad- 
vancing two fallacious signs of a supposed prosperity. 
Disregarding the fact that the number of failures in 
1876 was 9092, while the number in 1867 was 
2386— black records of riiin unparalleled in com- 
mercial history, — overlooking the tide of emigration 
that has now set in from, the XJnited States to 
Australia, and even to Europe, the President of 
the United States, in his address on 29 th January 
1877, considers that he may congratulate the, nation 
upon nearing the end of the crisis, because, as he 
says, “ The statistics of our foreign commerce show 
a balance of trade in favour of this country amount- 
ing during last year to 1 1 20,000,000. During the 
fiscal year, ending the 30th of June 1877, I believe 
the balance will be at least $roo,ooopoo in our 
favour.”' 

[The President was accurate enough as regards his 
figures. But if he had looked a little deeper he 
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■would have seen that the balance of trade '' got to 
be more and more in favour of America in propor- 
tion as the crisis became more and more severe ; 
from seeing which one might be led to hope that the 
balance of trade, would cease in future to bestow 
such favours on the country. 

The balance of trade inclined towards America^ 
because imports diminished, and not because exports 
increased. It is only one more sign of the lessened 
power of consumption. More people have had to 
do without their ordinary luxuries; many without 
the usual requisites of life.]^ 

But English manufacturers are continually 
complaining of the competition of America. For 
instance, a correspondent of the Manchester Guar- 
dian ’’ writes from Canada as follows : — 

I find the whole country overrun by American 
travellers soliciting orders for their manufactures, at 
almost any price, to secure a salel 

But this is exactly what might have been ex- 
pected. It contains no denial of a crisis, even did 
the deliberate statements of the parties most inte- 
rested admit of such denial. As the American 
masters themselves say, their works are in the 


^ It is worthy of remark that the articles of import that show the 
ijreatest decrease ure ptich as coffee, & q . We have had 

occasion to notice i':e sct:-..* fae:; in Yictoi^ia (see p. 56). 
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hands of the sheriff/’ and bankrupt stock is being 
sold at bankrupt prices ! 

I 6. Nothing can disguise the misery, and only 
ignorance can fail to recognise the cause. When 
citizens have to form vigilance committees to protect 
^ their property from mobs of incendiaries frenzied 
■with hunger; when a labour-strike lets loose upon 
the country for some days all the horrors of civil 
war, to declare America prosperous is an insult to 
good sense; and to eulogise the system which has 
brought about the misery is to show an utter inabi- 
lity to appreciate facts or to trace the workings of a 
policy. Canada, as well as other countries, is suf- 
fering from the same depression, but nowhere is the 
suffering so ■ intense, because nowhere is the only 
remedy so rigidly excluded. Nowhere, as in Ame- 
rica, has Protection called into existence so large a 
quantity of surplus stock, and nowhere has it so 
effectually closed all foreign outlets through which 
the home market might obtain relief. The natural 
results have followed. Manufacturers have soon 
found themselves encumbered with hea'vy unsaleable 
stocks, with their old customers driven from their 
market, and their new ones too impoverished to buy. 
Under such circumstances, the temporary expedient 
was adopted of reducing wages. The step still 
further contracted the home market, until the 
millowner is compelled to close his factory, the 
, , H' . . 
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ironmaster is driyeii to blow out bis furnaces^ tbe 
collieries are at a standstill. Then the Protectiye 
system finds its triumph in a general stagnation of 
business, and tbe gradual pauperisation of tbe %york- 
iiig-classes- 

Snell bas been tbe terrible experience of America, 
sucli will bo tbe fate of Yictoria ; and is it even 
now certain that like follies may not one day ruin 
England ? 


Tbe results that have been arrived at by this 
examination of tbe growth of tbe American iron- 
trade, which Protectionists themselves proclaim to 
be tbe crowning triumph of their system, may be 
briefly summarised as follows i : — 

Before 1812 Eree Trade had enabled tbe iron 
industry not only to start itself, but to compete 
successfully with tbe English manufacturer in bis 
own market. 

\ In 1 8 10 duties were imposed. Tbe industry 
progressed slowly. 

In 1837 tbe duties were raised. The progress of 
tbe industry became still slower. 

In 1833 the duties -were lowered. The trade 
increased w-itb wonderful raj)idity, and in five years 
the production of wrougbt-iron was doubled. 

^ An examination of the steel and coal industries 'srould he equally 
interesting and equally productiv'c of auti-Protectionist conclusions. 



The America 7 t Iron Industry, 1 15, 

III 1843 tiie duties were again raised. Simulta- 
neously there came a railway fever. The result of 
these two causes was a crisis. 

In 1846 relief was given to the country by a 
reduction of the duties. The iron trade rapidly 
revived. It increased rapidly every yeqtr until 

1 861, the price of iron being at the same time very 
low, and importations being large. 

The war caused heavy duties to be imposed in 

1862. Importations ceased and prices rose; but 
home production did not\at first diminish, owing to 
a gambling competition, lowering prices and offer- 
ing inducements for railway speculation. 

The crisis almost occurred in 1869-70; but it 
was put off by the increased extension of railways, by 
the inflation of trade caused by the Franco-Prussian 
war, and by the reduction of the tariff. Home con- 
sumption, however, did not increase. 

After 1 872 it began .to diminish. The limit had 
been reached, the crisis had begun. 

Since 1873 the iron industry has been going 
from bad to worse ; and that this is not owing to 
the 'invasion'’ of the foreigner is proved by the 
extraordinary diminution in the imports. ' Capi- 
talists are ruined. Wages hardly support life. A 
labour strike has only been repressed with blood- 
shed. ^ 

In short, the collapse of the Protective system 
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lias occurred. America is onlj saved from bank- 
ruptcy by the abundance of its land. 

These facts supply the “ ounce of experience '' 
Protectionists have asked for. They show that the 
system has failed when tried under the most favour- 
able circumstances ; that wages have been depressed 

'f: 

by the squandering of capital, and that the reproi* 
ductive powers of the country have been destroyed 

They prove that when importations are abundant,^ 
prices are low ; and that when prices are low, owing 
to a natural demand, trade is at its best. Or, in othei 
words, they prove that Free Trade means Great Trade' 
and Great Trade means Prosperity. 

§ 7. Thus, wherever Protection in 
country has been tried, the result has been ju. 
lamentable failure. For Protection there, as else^ 
where, must always be injurious to the whole com-*: 
munity : to the consumers directly : to the producer 
indirectly, through the impoverishment of the con 
sumers: to the protected industry itself, througl 
over competition. 

Protection lessens the aggregate wealth of a com-; 
munity, and causes every trade and all professions 
to suffer proportionately to the interests that they 
have at stake. 

Protection/thus, can never cause high wages, 
for whatever lessens the I' efficiency'' of labour, he 



The American Iron Industry, 1 17 

it more obstacles to be surmounted, or be it bad 
■worlvmansbip, inevitably recoils on capital, and thus 
diminishes the only fund from which wages can be 
'paid. 

It will not be necessary to inculcate these simple 
: axioms when every man is taught to feel the duty 
:of holding to economic truths, as being the laws 
which comprehend the principles of international 
morality, and when Cosmopolitanism, or Christianity 
in politics, has become something more than a 
reproach. 
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APPENDIX. 

LONDON IN THE EIETBBNTH CENTUEY. 

Theee is one other example of a Protective polic] 
•wliiclx it may seem almost absurd to mentio?! 

But, even at the risk of apparent pedantry, the casi 

I 

of London in the fifteenth century deserves son^ 
mention in an Essay on Protection, the mor< 
especially now that many Continental reformers are' 
urging that a return to the Coniniuiial system 
provide a remedy against the evils of mdividua]l!v- 
Moreover, at that period all large towns very mu»! 
resembled our modern young communities. 

An examination of documents will show that 
policy which they pursued wms Protection of 
minutest kind. • Every subdivision of every/ilii 
was regulated by the strictest Protecti^' 

And yet London prospered ? '' — Undoubted® 
two rlasya;is. ; 

evils which Protection brings, 
consumer were prevented by having every 
arbitrarily fixed; while the, evil resulting to' , 
ducers through over-competition was prevented 
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the formatioE of strictly limited trade companies, 
possessing complete monopolies ; and to prevent the 
forced low prices resulting in forced low wages, the 
rates of reward were also fixed. Enactment again 
stepped in to cure the evils of enactment. 

And, without a doubt, the result was a high level 
of general comfort. But two causes prevent any 
vsuch plan succeeding now. 

It was a system which could only exist in a com- 
munity so small that the requirements of all are 
known directly. Then their wants can be supplied 
immediately, or their misdoing corrected by special 
legislative action. 

■Secondly, Such a system must perish, as indeed 
it did, before any accumulation of capital When 
a man has saved enough to work for himself, it is 
but a step to employing others to labour for him. 
Thus the whole system of Trade Guilds, and the 
Protectionism so closely bound up with it, falls 




